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ASSISTANCE TO FARMERS AND STOCKMEN 





MONDAY, MAY 23, 1955 


Hovse or REPRESENTATIVES, 
SuscoMMITTEE ON Livestock AND Frep Grains 
OF THE CoMMITTEE ON AGRICULTURE, 
Washington, D.C. 

The subcommittee met at 2 p. m., pursuant to call, in room 1014, New 
House Office Building, Hon. W. R. Poage (chairman of the subcom- 
mittee) presiding. 

Mr. Poaas. The committee will come ta order. 

The subcommittee will consider today H. R. 4915, S. 1372, and 
others, to amend the act of April 6, 1949, to extend the period for 
emergency assistance to farmers and stockmen. 

(The bills referred to follow :) 


[H, R. 4915, 84th Cong., Ist sess.] 


A BILL To amend the Act of April 6, 1949, to extend the period for emergency assistance 
to farmers and stockmen 


Be it enacted by the Senate and House of Representatives of the United States 
of Americg in.Congress assembled, This section 2 (c) of the Act of April 6, 1949, 
as amended, is further amended by striking the word “two” from the first sentence 
of said subsection and inserting in lieu thereof “four” and by adding after the 
first sentence of the said subsection the following new sentence: “After the ex- 
piration of the period specified herein, such loans may be made only for supple- 
mentary advances to prodticers indebted for loans made under this subsection.” 





[S. 1872, 84th Cong., ist sess.) 


AN ACT To amend the Act of April 6, 1949, to extend the period for emergency assistance 
to farmers and stockmen 

Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 2 (c) of the Act of April 6, 1949, 
as amended, is further amended by striking the word “two” from the first sen- 
tence of said subsection and inserting the word “four” and by adding after the 
first sentence of the said subsection the following new sentence: “After the ex- 
piration of the period specified herein, such loans may be made only for supple- 
mentary advances to producers indebted for loans made under this subsection, 
but no such loan shall be made in any event after July 14, 1959.” 

Passed the Senate April 25, 1955. 

Attest: 

Ferron M. Jounston, Seoretary. 


Mr. Poace. We will be glad to hear from you, Mr. Dempsey. 
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STATEMENT OF HON. JOHN J. DEMPSEY, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF NEW MEXICO 


Mr. Dempsey. I hope the committee will approve this as did the 
Senate in reducing the interest rate from 5 to 3 percent. When you 
go into relieving a distressed area, there is not much relief if you in- 
crease the interest rate. 

I trust the committee will see fit-te-report one of the several bills out 
from the committee and if it conforms with the Senate bill, which is 
the same except in one provision, théy will probably get speedy action. 

Thank you, Mr. Chairman, for hearing me so oan. 

Mr. Poace. We are delighted to have heard you, Mr. Dempsey. 

Mr. McLeaish, do you recognize tung-nut growers as farmers? 


STATEMENTS OF R. B. McLEAISH, ADMINISTRATOR, AND H. C. 
SMITH, DEPUTY ADMINISTRATOR, FARMERS’ HOME ADMINIS- 
TRATION We 


Mr. McLeatsu. Yes, we do: 

Mr. Poacs. Will you make disaster loans to tung-nut growers on 
the same basis that you make them to any other farmer ! 

Mr. McLeaisn. Yes, wedo. 

Mr. Poace. Will you explain why you have not:made loans to cer- 
tain tung-nut growers who have ap Tied 

Mr. McLeaisu. Our policy has been that we make these emergency 
Joans and all other type of loaris for people who are principally engaged 
and who receive the major part of their income from farming. 

Mr. Poacr. That is the law, is it not? 

Mr. McLeatsu. That is the law and if a man is engaged in the grow- 
meg of —- nuts and receives his principal income from tung nuts, we 
will make him a Joan. 

Mr. Poaae. Or if he is growing tung nuts and growing cotton or 
peanuts in addition and receives the principal part of his income from 
farming, you will make him a loan, will you ? 

Mr. McLeatsu. Thatis right. 

Mr. Poage. The only time you refuse to make him a loan on the basis 
of what he is engaged in is when: he is not getting the principal part 
of his income from farming operations, is that correct ? 

. Mr. McLeatsu. That is correct. 

Mr. Poace. You do consider tung nut growing a farming operation 
in the same sense that you would consider wheat or cotton growing a 
farming operation? 

. Mr. McLxrAisu. That is right, we do. 

Mr. Hitz. May Task a question ? 

Mr. Poace. Certainly, Mr. Hill. 

Mr. Huw, It-is not: here: regarding the rate of interest that you 
charge on these emergency loans under the heading of this particular 
piece of legislation ? 

Mr. McLxaisu. Under Senate 1372, that applies to the special live- 
stock loan and the law itself provides for a rate of interest at 5 percent. 

Mr. Hix. Then do you have areas where you have disaster or emer- 
gency loans where you can drop the rate of interest or is this as low a 
rate as-you can ever have? 
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Mr. McLraisu. No; under the production emergency or production 
disaster section of Public Law 38, an economic disaster loan can have 
the rate fixed at any point. 

Mr. Hut. In other words, in a drought area, as we have in some 
parts of Colorado, where counties and areas were considered drought 
areas, you could give them a lower rate of interest ? 

Mr. McLeatsxu. Correct. 

Mr. Smrrn. Not for these livestock loans. 

Mr. Poace. We have to change that in order for you to give them 
a lower interest rate ? 

Mr. McLeatsu. That is right. 

Mr. Poaag. The Senate bill does change that? 

Mr. McLeaisu. No; there is a bill in the Senate which covers the 
disaster loans. 

Mr. Poaae. That is what Mr. Dempsey was suggesting. 

Mr. Hux. That is the bill introduced by Senator Allott. 

Mr. McLxatsu. No, there is a bill introduced by Senator Johnston 
and Senator Thurmond, which specifically does that. 

Mr. Poacr. That does not have to be done. You can lower that 
without congressional action. 

Mr. McLzaisu. Yes. 

Mr. Smiru. Congressman, the Johnston bill and Thurmond bill 
would provide an amendment to the statute that would provide that 
the interest rate for the production and economic emergency loans 
could not exceed 3 percent. 

Mr. Poage. I know that, but you have a right to lower those loans 
to 3 percent. The statute now lets you bring them down to 3 percent 
if you want to do so. 

Mr. Hux. I would like to ask this question. Before we do that, 
I would like to ask Mr. McLeaish how are the funds in this particular 
legislation? Has your organization sufficient funds to carry on this 
livestock loan program in the various dry areas in which you are 
now operating ? 

Mr. McLeaisu, Mr. Smith has the figures that we have. I will let 
him answer the question. 

Mr. Smiru. Yes,sir. We have now available in the revolving fund, 
$33 million. We anticipate in the next fiscal year, that is, fiscal 1956, 
collecting approximately $67 million on the loans outstanding which 
— would return to the revolving fund and could be used for 

oans. 

Mr. Poace. In other words, you could make about $100 million in 
loans in the next year ? 

Mr. Smiru. That is right. 

Mr. Poace. Mr. McLeaish, you are familiar with these bills, and 
would you favor or would you disapprove the extension of this 
legislation ? 

r. MoLzaisn. We would very strongly approve the extension of 
the legislation to make livestock loans. 

Mr. Huw, I might ask you, Mr. McLeaish, if you favor the bill as 
passed by the Senate with amendments. 

Although we may make changes, the way the bill came from the 
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Mr. McLeaisn. Yes, it gives us enough flexibility to make these 
loans for another 2 years and to make them to people who are then 
indebted to us to up to July 14, 1959. 

When that time comes, I think we should come back before the 
Congress to diseuss future loans. 


STATEMENT OF P. JACKSON BRYAN, SECRETARY TO HON. D. R. 
(BILLY) MATTHEWS, A REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF FLORIDA 


Mr. Bryan. Mr. Poage, may I submit a statement? 

Mr. Poace. We will make this statement a part of the record. 

Let the record show that Congressman Colmer, of Mississippi, 
proposed the same amendment. 

The proposed amendment will be placed with the statement. 

(The documents referred to follow 5 


STATEMENT OF Hon. D. R. (Brtty) Matraews, MempBer or Coneress, Berore 
SUBCOMMITTEE ON LIVESTOCK OF THE COMMITTEE ON AGRICULTURE OF THE 
House OF REPRESENTATIVES 


Mr. Chairman and my distinguished colleagues, I wish to say a word on behalf 
of an amendment which I am offering to S. 1372, 84th Congress. As we know, 
disaster loans are now made available to “farmers and ranchers” under Public 
Law 88. The Farmers’ Home Administration, a subdivision of the Department 
of Agriculture, has been designated as the administrative agent for the making 
of the loans. Under this law and its administration, a serious problem now 
faces the tung producers of the country because of the Department’s definition 
of the terms “farmers and ranchers.” A farmer, by the Department of Agricul- 
ture definition, is one who devotes the major portion of his time to farming— 
and only those are eligible for the loan. Under this definition approximately 
one-half the tung growers—who produce approximately three-fourths of the 
total crop—are not “farmers” and thus not eligible for emergency assistance. 
Among these are men and women who have spent their life savings, each to 
develop his share of the tung industry, and other men who are still working 
at their accustomer jobs to pay for their tung farms. They own, conduct, and 
manage their farms; but since they do not spend the major portion of their 
time doing so, they are not farmers and are not eligible for loans, according 
to the Department. 

Earlier this year, I went with a group of other Congressmen and Senators 
from the tung States to see officials of the Department of Agriculture and urge 
relaxation of their loan restrictions. We believe that the Department has 
placed an unreasonable construction on the law and that the present disaster 
loan regulations of the FHA violate the intent of Congress in the enactment 
of the Farm Bmergency Loan Act. I regret to say that the Department officials 
declined to agree with us and refused to broaden their definition of the term 
“farmer.” It therefore becomes necessary for us to seek a change in the law 
so as to spell out what we believe to be the true intent of the Congress in 
this regard. 

For the information of this distinguished committee, I should like to point 
out that a recent freeze virtually wiped out about 90 percent of the 1955 tung 
crops. Aggravating the seriousness of the situation is the fact that this is the 
second successive year of destruction from bad weather. Our growers stretched 
their own financing last year. Now, with another unproductive year, time is 
running out. Our tung orchards must have care, fertilizer, and cultivation 
so that we can try to produce a good crop next year. 

It is estimated that growers producing 75 to 80 percent of the tung grown 
in this country will not be eligible for loans under present regulations which 
say that farming must be the principal occupation of the loan recipient. If 
assistance is not forthcoming this year, the tung industry is going to be sick 
and crippled. Many growers will not be able to plant crops for next year, 
or to harvest and market those planted. This is likely to create unemployment 
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among hundreds of persons who are working as employees of tung production, 
as well as cause the financial ruin of their employers, the tung farmers. 

The recent freeze paid no attention to the percentage of time landowners 
devoted to their farms, but wrought destruction on all alike. The pressing need 
for emergency financing confronts all growers, regardless of how much time 
they actually spend on their farms. We believe that the yardstick to be used 
in determining eligibility of a disaster-loan applicant should be whether he 
can obtain the financing from other sources, and whether or not he is a good 
credit risk—not the percentage of time he spends on his farm. In writing the 
Farm Emergency Loan Act, it was the intent of Congress that loans be made 
available on the basis of need and of inability to obtain necessary operating 
funds through regular channels. Persons who are farmers, but who also engage 
in other activity, should not be eliminated if their farming operations are sub- 
stantial and if they are able to otherwise qualify for a loan. 

My congressional district, the Eighth of Florida, has a sizable portion of the 
tung industry. Many of my tung farmers do not live on their farms, because they 
do not raise livestock or other crops which require their constant presence. 
Nevertheless, even though they do not live on the farm and may have some other 
activity besides tung farming, they are genuine farmers and have been dealt a 
serious blow by the terrible weather of two seasons running. They desperately 
need assistance, or the industry will be in jeopardy. 

The same considerations that are used in making loans for cattle raising or cot- 
ton production do not necessarily apply to tung, because here an entire industry 
is involved. There are large areas almost totally dependent on the tung economy. 
Certainly the Agriculture Department could fix rules and regulations in this in- 
stance that would not and could not apply in other cases. 

I believe sincerely that the amendment being offered is needed and will give 
some substantial assistance to an industry that has always done its best to solve 
its own problems and take care of itself. Now something has to be done, and I 
believe this amendment will open the way for solution of the greatest immediate 
problem of the tung industry. I respectfully urge favorable consideration by this 
subcommittee. Thank you very much. 


AMENDMENTS To S. 1372, In THE HOUSE OF REPRESENTATIVES 


To amend the act of April 6, 1949, to extend the period for emergency assistance to 
farmers and stockmen 


Viz, at the end of the bill add the following new sections: 

“Sec. 2. The first section of the Act entitled ‘An Act to provide emergency 
credit,’ approved August 31, 1954 (68 Stat. 999), is amended by inserting after 
‘to farmers and stockmen’ a comma and the following: ‘including tung nut pro- 
ducers whether or not living on farms,’. 

“Sec. 3. The amendment made by section 2 shall be effective only with respect 
to the crop year 1955.” 

Amend the title so as to read: “An Act to amend the Act of April 6, 1949, to ex- 
tend the period for emergency assistance to farmers and stockmen, and the Act 
of August 31, 1954, to authorize emergency loans to be made to tung nut producers 
whether or not such producers live on their farms.” 


Mr. Poags. If that covers everything on the livestock bill, the com- 
mittee will stand in recess. 
(Whereupon, at 2: 30 p. m., the hearing was recessed.) 
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WEDNESDAY, JUNE 8, 1955 


Hovuse or REepreseNTATIVES, 
SuBCOMMITTEE ON CONSERVATION AND CREDIT 
OF THE COMMITTEE ON AGRICULTURE, 
Washington, D.C. 


The subcommittee met at 11:15 a. m., pursuant to call, in room 1310, 
New House Office Building, Hon. W. R. Poage (chairman of the sub- 
committee) presiding. 

Mr. Poage. Let us take up H. R. 4280 and the related bills. 

(H. R. 4280 and related bills are as follows:) 


[H. R, 4280, 84th Cong., Ist sess.] 


A BILL To direct the Secretary of Agriculture to release on behalf of the United States 
conditions in two deeds conveying certain submarginal lands to Clemson Agricultural 
College of South Carolina so as to permit such college, subject to certain conditions, to 
sell, lease, or otherwise dispose of such lands 
Be it enacted by the Senate and House of Representatives of the United States 

of America in Congress assembled, That, notwithstanding the provisions of sub- 

section (c) of section 32 of the Bankhead-Jones Farm Tenant Act, as amended 

(7 U. 8S. C. 1011 (¢)), the Secretary of Agriculture is authorized and directed, 

subject to the provisions of this Act, to release on behalf of the United States 

the conditions, contained in two deeds, both dated Deeember 22, 1954, conveying 
certain submarginal lands in Anderson, Oconee, and Pickens Counties, South 

Carolina, to Clemson Agricultural College ef South Carolina, which require that 

the lands conveyed be used for public purposes and provide for a reversion of 

such lands to the United States if at any time they cease to be so used. 

Sec. 2. The Secretary shall release the conditions referred to in the first sec- 
tion only if the Clemson Agricultural College agrees— 

(a) that all proceeds from the sale, lease, or other disposition of the lands 
conveyed to it by such deeds shall be used by it exclusively for one or more 
of the following purposes: (1) the operation, development, or improvement 
of any of the lands not sold, leased, or disposed of by the college, (2) the 
development and advancement of agriculture, or (3) general research ; 

(b) that all proceeds received from the sale, lease, or other disposition of 
such lands shali be maintained by the college in a separate fund and that the 
records of all transactions invelving the use of such fund shall be epen to in- 
spection by the Secretary; and 

(ce) to pay to the United States any amount determined by the Secretary 
to be payable to the United States under section 3 of this Act. 

Sec. 3. If the Seeretary finds, after notice and opportunity for a hearing, that 
any of the proceeds from the sale, lease, or ether disposition of the lands eon- 
veyed to the college by such deeds were used by it for any purpose other than one 
of the purposes enumerated in section 2 (a), the college shall be liable to pay 
to the Secretary, for deposit in the Treasury of the United States, an amount 
equal to the amount which the Secretary determines was so used. All preceed- 
ings under this section shall be held in compliance with the Administrative Pro- 
cedure Act and the findings and determinations of the Secretary hereunder shall 
be subject to judicial review in the manner provided in that Act. 
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[H. R. 4285, 84th Cong., 1st sess.] 


A BILL To direct the Secretary of Agriculture to release, on behalf of the United States, 
conditions in two deeds conveying certain submarginal lands to Clemson Agricultural 
College of South Carolina so as to permit such college, subject to certain conditions, to 
sell, lease, or otherwise dispose of such lands 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That notwithstanding thé provisions of sub- 
section (c) of section 32 of the Bankhead-Jones Farm Tenant Act, as amended 
(7 U. 8S. C. 1011 (e)), the Secretary of Agriculture is authorized and directed, 
subject to the provisions of this Act, to reléa&se on behalf of the United States 
the conditions, contained in two deeds, both dated December 22, 1954, conveying 
certain submarginal lands in Anderson, Oconee, and Pickens Counties, South 
Carolina, to Clemson Agricultural College of South Carolina, which require that 
the lands conveyed be used for publie purposes and provide for a reversion of 
such lands to the United States if at any time they cease to be so used. 

Sec. 2. The Secretary shall release the conditions referred to in the first sec- 
tion only if the Clemson Agricultural College agrees— 

(a) that all proceeds from the sale, lease, or other disposition of the lands 
conveyed to it by such deeds shall be used by it exclusively for one or more 
of the following purposes: (1) the operation, development, or improvement 
of any of the lands not sold, leased, or disposed of by the college, (2) the 
development and advancement of agriculture, or (3) general research ; 

(b) that all proceeds received from the sale, lease, or other disposition 
of such lands shall be maintained by the college in a separate fund and that 
the records of all transactions involving the use of such fund shall be open 
to inspection by the Secretary; and 

(c) to pay to the United States any amount determined by the Secretary 
to be payable to the United States under section 3 of this Act. ‘ 

Sec. 3. If the Secretary finds, after notice and opportunity for a hearing, that 
any of the proceeds from the sale, lease, or other disposition of the lands con- 
veyed to the college by such deeds were used by it for any purpose other than 
one of the purposes enumerated in section 2 (a), the college shall be liable to 
pay to the Secretary, for deposit in the Treasury of the United States, an amount 
equal to the amount which the Secretary determines was so used. All proceed- 
ings under this section shall be held in compliance with the Administrative Pro- 
eedure Act and the findings and determinations of the Secretary hereunder shall 
be subject to judicial review in the manner provided in that Act. 





[H. R. 4342, 84th Cong., Ist sess.] 


A BILL To direct the Secretary of Agriculture to release on behalf of the United States 
conditions in two deeds conveying certain submarginal lands to Clemson Agricultural 
College of South Carolina so as to permit such college, subject to certain conditions, to 
sell, lease, or otherwise dispose of such lands 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That, notwithstanding the provisions of 
subsection (c) of section 32 of the Bankhead-Jones Farm Tenant Act, as amended 
(7 U. S. ©. 1011 (e)), the Secretary of Agriculture is authorized and directed, 
subject to the provisions of this Act, to release on behalf of the United States 
the conditions, contained in two deeds, both dated December 22, 1954, conveying 
certain submarginal lands in Anderson, Oconee, and Pickens Counties, South 
Carolina, to Clemson Agricultural College of South Carolina, which require that 
the lands conveyed be used for public purposes and provide for a reversion of 
such lands to the United States if at any time they cease to be so used. 

Sec. 2. The Secretary shall release the conditions referred to in the first section 
only if the Clemson Agricultural College agrees— 

(a) that all proceeds from the sale, lease, or other disposition of the lands 
conveyed to it by such deeds shall be used by it exclusively for one or more 
of the following purposes: (1) the operation, development, or improvement 
of any of the lands not sold, leased, or disposed of by the college, (2) the 
development and advancement of agriculture, or (8) general research : 

(b) that all proceeds received from the sale, lease, or other disposition of 
such lands shall be maintained by the college in a separate fund and that 
records of all transactions involving the use of such fund shall be open to 
inspection by the Secretary; and 
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(c) to pay to the United States any amount determined by the Secretary 
to be payable to the United States under section 3 of this Act. 

Sec. 3. If the Secretary finds, after notice and opportunity for a hearing, that 
any of the proceeds from the sale, lease, or other disposition of the lands conveyed 
to the college by such deeds were used by it for any purpose other than one of the 
purposes enumerated in section 2 (a), the college shall be liable to pay to the 
Secretary, for deposit in the Treasury of the United States, an amount equal to 
the amount which the Secretary determines was so used. All proceedings under 
this section shall be held in compliance with the Administrative Procedure Act and 
the findings and determinations of the Secretary hereunder shall be subject to 
judicial review in the manner provided in that Act. 


















































LH. R, 4347, 84th Cong., Ist sess.] 


A BILL To direct the Secretary of Agriculture to release on behalf of the United States 
conditions in two deeds conveying certain submarginal lands to Clemson Agricultural 
College of South Carolina so as to permit such college, subject to certain conditions, to 
sell, lease, or otherwise dispose of such lands 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That notwithstanding the provisions of subsec- 
tion (c) of section 32 of the Bankhead-Jones Farm Tenant Act, as amended (7 
U. 8S. C. 1011 (¢)), the Seeretary of Agriculture is authorized and directed, sub- 
ject to the provisions of this Act, to release on behalf of the United States the 
conditions, contained in two deeds, both dated: December 22, 1954, conveying 
certain submarginal lands in Anderson, Oconee, and Pickens Counties, South 
Carolina, to Clemson Agricultural College of South Carolina, which require that 
the lands conveyed be used for public purposes and provide for a reversion of 
such lands to the United States if at any time they cease to be so used. 

Sec. 2. The Secretary shall release the conditions referred to in the first sec- 
tion only if the Clemson Agricultural College agrees— 

(a) that all proceeds from the sale, lease, or other disposition of the lands 
conveyed to it by such deeds shall be used by it exclusively for one or more 
of the following purposes: (1) the operation, development, or improvement 
of any of the lands not sold, leased, or disposed of by the college, (2) the 
development and advancement of agriculture, or (3) general research ; 

(b) that all proceeds received from the sale, lease, or other disposition of 
such lands shall be maintained by the college in a separate fund and that the 
records of all transactions involving the use of such fund shall be open to 
inspection by the Secretary ; and 

(c) to pay to the United States any amount determined by the Secretary 
to be payable to the United States under section 3 of this Act. 

Sec. 3. If the Secretary finds, after notice and opportunity for a hearing, that 
any of the proceeds from the sale, lease, or other disposition of the lands conveyed 
to the college by such deeds were used by it for any purpose other than one of 
the purposes enumerated in section 2 (a), the college shall be liable to pay to 
the Secretary, for deposit in the Treasury of the United States, an amount equal 
to the amount which the Secretary determines was so used. All proceedings 
under this section shall be held in compliance with the Administrative Procedures 
Act and the findings and determinations of the Secretary hereunder shall be sub- 
ject to judicial review in the manner provided in that Act. 


(H. R. 4398, 84th Cong., Ist sess. ] 


A BILL To direct the Secretary of Agriculture to release on behalf of the United States 
conditions in two deeds conveying certain submarginal lands to Clemson Agricultural 
College of South Carolina so as to permit such college, subject to certain conditions, to 
sell, lease, or otherwise dispose of such lands 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That notwithstanding the provisions of sub- 
section (c) of section 32 of the Bankhead-Jones Farm Tenant Act, as amended 
(7 U. S..C. 1011 (e)), the Secretary of Agriculture is authorized and directed, 
subject to the provisions of this Act, to release on behalf of the United States the 
conditions, contained in two deeds, both dated December 22, 1954, conveying 
certain submarginal lands in Anderson, Oconee, and Pickens Counties, South 
Carolina, to Clemson Agricultural College of South Carolina, which require that 
67427—56——_2 
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the lands conveyed be used for public purposes and provide for a reversion of 
such lands to the United States if at any time they cease to be so used. 

Src. 2. The Secretary shall release the conditions referred to in the first section 
only if the Clemson Agricultural College agrees— 

(a) that all proceds from the sale, lease, or other disposition of the lands 
conveyed to it by such deeds shall be used by it exclusively for one or more 
of the following purposes: (1) the operation, development, or improvement 
of any of the lands not sold, leased, or disposed of by the college, (2) the 
development and advancement of agriculture, or (3) general research ; 

(b) that all proceeds received from the sale, lease, or other disposition 
of such lands shall be maintained by the college in a separate fund and that 
the records of all transactions involving the use of such fund shall be open 
to inspection by the Secretary ; and 

(c) to pay to the United States any amount determined by the Secretary 
to be payable to the United States under section 3 of this Act. 

Sec. 3. If the Secretary finds, after notice and opportunity for a hearing, that 
any of the proceeds from the sale, lease, or other disposition of the lands conveyed 
to the college by such deeds were used by it for any purpose other than one of 
the purposes enumerated in section 2 (a), the college shall be liable to pay to 
the Secretary, for deposit in the Treasury of the United States, an amount equal 
to the amount which the Secretary determines was so used. All proceedings 
under this section shall be held in compliance with the Administrative Procedure 
Act and the findings and determinations of the Secretary hereunder shall be 
subject to judicial review in the manner provided in that Act. 





[H. R. 4465, 84th Cong., ist sess.] 


A BILL To direct the Secretary of Agriculture to release on behalf of the United States 
conditions in two deeds conveying certain submarginal lands to Clemson Agricultural 
College of South Carolina so as to permit such college, subject to certain conditions, to 
sell, lease, or otherwise dispose of such lands 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That notwithstanding the provisions of sub- 
section (c) of section 32 of the Bankhead-Jones Farm Tenant Act, as amended 
(7. U. S. C. 1011 (c)), the Secretary of Agriculture is authorized and directed, 
subject to the provisions of this Act, to release on behalf of the United States 
the conditions, continued in two deeds, both dated December 22, 1954, conveying 
certain submarginal lands in Anderson, Oconee, and Pickens Counties, South 
Carolina, to Clemson Agricultural College of South Carolina, which require that 
the lands conveyed be used for public purposes and provide for a reversion of 
such lands to the United States if at any time they cease to be so used. 

Sec. 2. The Seeretary shall release the conditions referred to in the first 
section only if the Clemson Agricultural College agrees— 

(a) that all proceeds from the sale, lease, or other disposition of the lands 
conveyed to it by such deeds shall be used by it exclusively for one or more 
of the following purposes: (1) the operation, development, -or improvement 
of any of the lands not sold, leased, or disposed of by the college, (2) the 
development and advancement of agriculture, or (3) general research ; 

(b) that all proceeds received from the sale, lease, or other disposition 
of such lands shall be maintained by the college in a separate fund and that 
the records of all transactions involving the use of such fund shall be open to 
inspection by the Secretary; and 

(c) to pay to the United States any amount determined by the Secretary 
to be apayable to the United States ander section 8 of this Act. 

Sec. 3. If the Secretary finds, after notice and opportunity for a hearing, that 
any of the proceeds from the sale, lease, or other disposition of the lands con- 
veyed to the college by such deeds were used by it for any purpose other than 
one of the purposes enumerated in section 2 (a), the college shali be liable to 
pay to the Secretary, for deposit in the Treasury of the United States, an 
amount equal to the amount which the Secretary determines was so used. All 
proceedings under this section shall be held in compliance with the Administra- 
tive Procedure Act and the findings and determinations of the Secretary here- 
under shall be subject to judicial review in the manner provided in that Act, 


Mr. Poage. Congressman Dorn, we will be glad to hear from you. 
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STATEMENT OF HON. W. J. BRYAN DORN, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF SOUTH CAROLINA 


Mr. Dorn. As you well know, I am appearing here in behalf of one 
of these bills. J y bill happens to be H. R. 4280, I think all of the 
members of the South Carolina delegation introduced similar bills, 
and it has been introduced on the Senate side. 

I want to be very brief, Mr. Chairman, but I would like to outline 
for you for just a moment some of the things that Clemson College is 
domg and has done for South Carolina and for the Nation. 

Clemson is the largest college in South Carolina. It is a mechanical 
and agricultural engineering college and military college. It is a land- 
grant college and it is where all of the extension service is located and 
it is doing a wonderful job for the people of that area of the country. 

In 1934 or 1935, in the depression, the Government bought up some 
marginal land in that immediate vicinity of Clemson College about 
27,000 acres. They bought this land for anywhere from $3 to $5 an 
acre. The land was not fit for anything else. It was washing away. 
It was in that hill country on the Seneca River and erosion was taking 
its toll so that the Government bought about 27,000 acres. 

Clemson was more or less put in custody of the land because it was 
close by, but they did not have authority to do anything much with it. 

During the war, some of the land was used for bomb range and 
things of that nature, but since the war it was leased to Clemson College 
by the Department of Agriculture for 99 years. Clemson, when they 
obtained this 99-year lease, started research there on some of the land 
in grass, cattle, and irrigation, but as you can well imagine, it was a 
limited field for the college to work in. They did not have the funds, 
and one thing, of course, that held them up was that under the terms 
of the lease the Department of Agriculture had the authority to take 
back the land at any time they saw fit. Therefore, Clemson did not feel 
in a position to go ahead and develop this land as it should have been 
developed but they did do something in grass and trees and cattle and 
irrigation. 

en during this administration, Secretary Benson discontinued 
this 99-year lease and by Executive order turned this land over to 
Clemson under certain conditions, 27,000 acres. 

That is the status of the situation at the present time. It has been 
turned over to Clemson College by the Department of Agriculure, by 
Executive order, for them to do anything they want to with it under 
certain conditions as stipulated by the Department of Agriculture. 

This bill will permit Clemson to buy land in the outlying area and 
exchange it for some of this marginal land, this 27,000 acres, to swap 
or trade or buy some more in order to make the land contiguous, one 
body, so that they can handle it. 

As it is, some of it is miles and miles away from the college and 
it is difficult for them to control all of this 27,000 acres under the 
present setup. 

So that is the purpose of this bill: To empower- Clemson to buy 
this land in closer to the college in one contiguous mass of land so 
that they can develop it as it should be developed. 

In order to do that, they are asking permission to sell part of 
it and buy some other smaller tracts closer to the college owned by 
inainuinnla. 
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Also, I understand that Mr. Crafts is here with an amendment to 
this bill which will further protect the people of the United States, 
and I say to you, Mr. Chairman, that they should be protected, because 
they have an interest in it. The land was bought by the taxpayers in 
the first place. However, it did not cost much. 

I want to reiterate that it was about $3 or $4 an acre. At the same 
time, I think the people of the United States and the Department of 
Agriculture ought to be protected. 

I understand that Mr. Crafts, of the Department of Agriculture, 
is here to present an amendment to this bill, so that when Clemson 
makes these deals in order to further develop the land they have an 
amendment which will force Clemson to check with the Department 
of Agriculture, more or less a routine check by the Department to which 
I have no objection. 

I want to tell you this morning that there was quite a bit of dis- 


cussion about it a few days ago among many of us but, personally, - 


I think maybe this amendment which will be presented later is wise. 

I hope you gentlemen will carefully consider it. 

Mr. Chairman and gentlemen of the committee, I do have with me 
Mr. J. F. McLaurin of the board of trustees of Clemson College, and 
Dr. W. A. Barnette, of my hometown of Greenwood, of the board of 
trustees at Clemson. 

These two gentlemen are prepared to answer any question that the 
committee might like to ask about the past history of this land or the 
present bill. 

I will say that these two gentlemen are very distinguished members 
of this board which I might say is one of the most distinguished boards 
of visitors of any college. Jimmy Byrnes is a member of the board. 
Former Senator Daniel is a member, as is President Brown, of the 
South Carolina State Senate. 

That is about all I have to say, Mr. Chairman. 

I have tried to be as brief as possible to give you the background 
of this bill. It will not cost the Government anything and it will 
be of great benefit to the United States because these people plan to 
really develop this thing for the interests of agriculture all over 
America. Clemson does draw students from everywhere and since 
this land is being further eroded, I do not think it is worth anything 
under the circumstances unless Clemson can be permitted to go ahead 
and develop it and sell some of the outlying portions and put the 
money back into the other area and develop it. 

( Discussion off the record.) 

Mr. Poder. Mr. Dorn, would you like us to hear Mr. Crafts now ? 

Mr. Dorn. Perhaps it would be better to hear him since he does 
have an amendment to the bill which I think meets with everyone's 
approval. 


STATEMENT OF EDWARD C. CRAFTS, ASSISTANT CHIEF, FOREST 
SERVICE; ACCOMPANIED BY EDWARD F. MYNATT, ASSISTANT 
GENERAL COUNSEL, DEPARTMENT OF AGRICULTURE 


_ Mr. Crarts. Mr. Chairman; I am Edward C. Crafts, Assistant 
Chief of the Forest Service. 

I should say to you, first, that the Department has not reported on 
this bill to this committee. We have been asked for a report on an 
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identical bill by the Senate committee and that report has been 
under preparation and has been completed as far as the Department 
of Agriculture; it has not yet cleared the Bureau of the Budget. 
So I am able to speak to you not as an administration position but 
I can speak to you as a Department of Agriculture position. 

Because you are pressed for time, I think the simplest thing is to 
“- to you from our proposed report to the Senate committee on this 

ill. 

We would have no objection to these bills if they were amended 
as I subsequently suggest. These bills would revoke a condition 
contained in the deeds of December 22 of last year transferring about 
27,000 acres of title III Bankhead-Jones lands to Clemson Agricul- 
tural College. 

The sialon which would be revoked is one which requires the 
college to continue to use the lands for public purposes and that if 
-_ ceased to be so used title to the lands reverts to the United 

tates. 

These bills would permit the sale, lease, or other disposal of these 
27,000 acres by the college provided the price from the sale or other 
disposition of the lands are utilized for, one, the operation, develop- 
ment, or improvement of the lands not disposed of; or, two, the 
development or advancement of agriculture; or, three, general re- 
search. The bill would also provide for certain payments to the 
United States if the Secretary of Agriculture finds that the proceeds 
from the sale or other disposition of the lands are used. by the college 
for purposes other than those specified in the bill. 

The lands in question are part of some 800,000 acres of title III 
Bankhead-Jones lands which the Department has had under long- 
term lease, 50 to 99-year leases, to non-Federal agencies, and which 
are now in process of being donated without consideration to such 
agencies, 

There are 72 such areas located in 29 States. The particular tract 
in question is mostly timber but it has some pasture and orchard 
land and the present market value is estimated at something between 
$1 million and $2 million. 

Mr. Poace. How much? 

Mr. Crarts. Between $1 million and $2 million. 

In addition to the long-term lease lands which are being donated 
to State agencies, the Department expects that a substantial number 
of title areas may be sold to State agencies at not less than 70 
percent of current market value. 

The deeds to both the donated lands and those sold to the States 
must contain a requirement for continued public use or reversion to 
the United States in accordance with section 32 (c) title III of the 
Bankhead-Jones Act of July 1937. The requirement for continued 
public use by the States was one of the key considerations which 
influenced the Department to adopt a policy of donating long-term 
leased lands to States and selling certain other title ITI lands to States 
at 70 percent of current market value, 

If these bills were enacted as introduced, they would establish a 
precedent which we believe would be aqually applicable not only to 
the remaining acreage of Bankhead-Jones land which would be donated 
to the States but also to lands that are subsequently sold’'to the States 
at low-market value. 
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If the provision in the Bankhead-Jones Act for continued public 
use by State agencies were to be revoked, it would seem that the State 
should pay market value for the lands which they purchase. 

Under the Department’s title III policy and under, I believe it is, 
H. R. 5088 in the House by Mr. Cooley, which the Department has 
recommended to the Congress, certain title III lands would be sold 
to the States without regard to whether they were suitable for perma- 
nent private ownership. ? 

These lands were originally acquired by the Government as sub- 
marginal lands and their transfer to the State without regard for 
suitability for private ownership is favored because of the requirement 
for continued public use by the State. 

Therefore, these bills, if enacted as introduced, would establish a 
precedent for conveying certain lands which may be permanently sub- 
marginal to private mene ¢ contrary to the purpose of the Bank- 
head-Jones Act, and two, possibly reinitiating the cycle for submargi- 
nal lands of depletion followed by Federal purchase and rehabilitation. 

We have, in consultation with the authors of these bills and we have 
attempted to work out something that would protect the interests of 
the United States with respect to these lands which have been acquired 
and been under long-term lease to the State and at the same time meet 
the needs which Clemson College has. 

We would not object to these bills if they were amended by striking 
sections 2 and 3 of the bill and substituting in place of sections 2 and 
3 the following: 

Sec. 2. The Secretary shall release the conditions referred to in the first section 
only if the Clemson Agricultural College agrees that all proceeds from the sale 
or exchange of such portions of the lands as shall not be needed in connection 
with the purposes of the project shall be used by it exclusively for the acquisition 
of lands within the exterior boundaries of the project and the Secretary shall 
find such sale or exchange in the interest of agriculture generally. 

Now, that is a rather substantial change from the present language 
of the bill. 

pone this language the Department would have no objection to 
this bill. 

Mr. Poage. You do not require that the Jand that Clemson College 
acquires would then be subject to the same provisions as the land that 
they traded off. The land they trade off is subject to public use but, 
as I understand your amendment, you can trade off every acre of this 
land and in that way Clemson College could then sell every acre of 
it and devote not a dollar of it to public use. Is that right? 

Mr. Crarrts. I do not believe so, Mr. Poage. As I understand the 
amendment, and I may have to call on one of our attorneys here to 
help me out, here is a map of the area, Here is Clemson College here. 
This black line is the exterior boundary of the project. My under- 
standing of the amendment is that subject to the approval of the 
Secretary of Agriculture who would have to find that these actions 
would be in the interests of agriculture generally, the college would 
be authorized to sell some of these lands which are crosshatched which 
are the title III lands, and use the proceeds to buy other lands within 
the boundariesior to block it up. pihad : 

Mr. Poags. But. as it stands, if I get this picture right, Clemson 
College can only use the lands she now has for public purposes, and 
I think that is a sound provision of law. 
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As I understand your amendment, Clemson College will be allowed 
to go on and trade some of those lands with me if I owned adjoining 
land within the general boundaries. Then when it gets title from me 
it gets a warranty deed without any restrictions whatsoever and the 
Federal Government has nothing to do with the land which it traded. 

Mr. Crarts. I would like to ask Mr. Mynatt, who is the Assistant 
General Counsel for the Department, to comment on that. 

Mr. Mynarr. That would be an acquisition by the State college. 
The Federal Government would not be in that and we would not have 
that restriction. 

Mr. Poaan. Then why put any restriction at all if you are going to 
let Clemson College go through the process of trading and abandoning 
all restrictions ? 

Mr. Crarts. Well, Mr. Poage, it seemed to the Department that 
with this amendment the Department would have the approval of 
the sale or exchange, in the first place. 

Mr. Poacr. That is the purpose, and I think the laudable purpose, 
of seeing that they do not trade off some lands that is submarginal 
and that could never be properly used back in private ownership. So 
I think very properly you put in a provision there that they cannot 
trade with me and sell me some land that never can properly be used 
in a commercial farm, because otherwise we would have lost every- 
thing that we did in the whole program of submarginal land and we 
rs go back putting that submarginal land in private ownership 
again. So you require a determination as to the interests of agricul- 
ture to make the trade, but once Clemson College gets this 100 acres 
of land that is now in private ownership Clemon College gets it or 
the State of South Carolina gets it under a warranty deed. The col- 
lege gets the beneficial use of the land absolutely in fee simple without 
any restrictions whatsoever. They do not have to use it for public 
purposes except to the extent that the State law requires it. 

I presume the laws of South Carolina require it, but the United 
States Government would no longer have any control whatsoever over 
what the land is used for. 

Clemson College could sell it and put the cash in its pocket and do 
whatever the Legislature of South Carolina would let them do with it. 

Kither it is a good thing to put these restrictions in the original 
conveyance or it 1s not. 

If there is any reason for putting restrictions in the original con- 
veyance, and I think there is, because we have had experience with that 
same thing in my State, if there is any reason for putting those restric- 
tions in, and saying “it shall continue to be used for public purposes, 
and when it ceases to be so used shall revert to the United States,” 
then we ought not let them be evaded by simply going through the 
process of making a trade. You wash out all the Federal restrictions 
by that amendment. : 

Frankly, I do not think the amendment accomplishes anything. I 
think, to come back to it, Clemson College has the opportunity to do 
what she pleases with this land, even with your amendment. 

Mr. Mynatr. Mr. Chairman, may I comment? 

Mr. Poager. I would be delighted if you would. 

Mr. Mywnarrt. The problem we have is that the fee simple title is in 
the college or State now. 
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Mr. Poage. The fee simple title is not in the college now, not to the 
Federal lands. 

Mr. Crarts. Yes, it is. 

Mr. Poacx. Conveyed subject to continued public use, That is not 
a fee simple title. 

Mr. Mynarr. There is a condition on it. 

Mr. Poage. Of course, there is a condition on it, and as long as that 
condition remains it is not fee simple title. 

Mr. Mynarrt. I was going to say that except for that condition all 
of the title is in the college. 

Mr. Poags. That lacks a whole lot of being all the title. That is a 
very, very limited title. 

Mr. Mynarr. If that condition is released as this bill proposes, I 
do not know how we could impose the condition on property that the 
college would purchase. 

This would not be Federal money purchasing the additional land 
and I think the problem is how we could even fit the public purpose 
condition into the subsequent transactions even if the Federal Govern- 
ment wished to do so, because we are not a party to it. 

Mr. Poagr. I think you can get in there all right. I think it is 
perfectly possible to get in there if we decide we want to do it. 

eAppeeenys the decision is that we do not want to do it. Is that 
right ¢ 

Mr. Crarts. Mr. Poage—— 

Mr. Poace. If we decide we want to do it, then let us worry about 
getting it in there. 

Mr. Crarts. The basin issue in this bill, it would seem to us, was 
the one that you are pointing at: Whether this requirement for con- 
tinued public use or reversion to the United States should be continued, 
and the effect of sections 2 and 3 would be to remove that condition. 

Mr. Poace. That is right, and so would your amendment, as I see it. 

Mr. Crarrs. As to this proposed amendment, I will be perfectly 
frank with you that I had thought that the lands which the college 
would acquire under this proposed amendment would be subject to 
those conditions and would continue as part of the project. 

Now we have a different construction placed upon them by the 
attorneys, and I defer to them, but my bedlaturbnding had been that 
the purpose of this amendment was to allow the college to consolidate 
these lands and that such consolidation would be only with the ap- 
— of the Secretary of Agriculture and I had thought that the 

ands would continue as part of this project under the administration 
of the college. 

Mr. Poace. I doubt that any one would take issue with the desir- 
ability of allowing the consolidation of blocking this land up, trading 
one block for another, so as to get solid blocks rather than 
scattered land. 

I can see no objection to that, but I see a serious objection if it is 
going to be the instrumentality whereby the college engages in selling 
a quantity of timber. 

We are told that this is largely timberland. It should have sub- 
stantial value in the near future. 

I know of no reason in the world for the United States Government 
to give away 27,000 acres of timberland to Clemson College or Texas 
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A.'and M: or ahy institution unless we are going to make a general 
policy of donations. 

I can understand thie desirability of turning over to Clemson College 
and‘other educational institutions that land that is going to be: used 
for instructional and demonstrational purposes. I think there is a 
sound basis for that. But to say that we are going to turn over 27,000 
acres of timberland and let them cut the timber and use the proceeds 
for‘any thing they want to, it seems to me is a rather far-reaching 
pecpostion that: has: been brought before us. 

.Grant. Let meask this, Mr. Chairman. 
' At'the present time could they sell the timber and use the money ? 

Mr. Poace. I think probably they can sell the timber on the land 
that they have now. 

Of course, I have never seen the contract, but I presume they can; 
oe e I understand it, they at least have to use the proceeds for the 
school. 

We had a rather similar situation in Texas with Texas A. and M: 
College: ‘There they required them to use all of the proceeds to im- 
prove the experiment station which was located on the land. They 
could not take the proceeds'anywhere else. They had to put:them on 
to'that particular station. It is still the provision of law. 

Mr. Grant. ‘The question narrows down pretty closely. 


STATEMENT OF DR. W. A. BARNETTE, BOARD OF TRUSTEES, 
CLEMSON AGRICULTURAL COLLEGE, CLEMSON, S. C. 


Mr. Dorn.’ Doctor, do you have the right to use the timber on the 
land as it is now ? 

Dr. Barnette. Weselect and harvest timber. 

» Mr. Chairman, may I have this to say: Irather think that we have 
the wrong idea as to what Clemson College has in mind: All we ask 
is that we may do this if we have land wherein that will be objec- 
tionable. 

This is’ not going to be done overnight. It :is going to be over a 

period of time: We have a nucleus of owners still holding their prop- 
erty who, when we go into research, may cross over and disturb some 
ef our research’ in cooperation with the United States Government 
and Clemson College. ‘If we ean persuade that man to give us a price 
on his property then we will go out and see if we can sell to someone 
land that is out.of bounds or out on the edges that can be saved or cut 
off for that purpose. 
« Mr. Poace. We understand that. I do not think anyone has any 
objection to that. I think that is an understandable and reasonable 
request but’ the question is: You then take that property that that 
man now owns and are going to have it free and clear of any and all 
restrictions. 

Dr. Barnette. No, sir. 

Mr. Poace. That is what the lawyer said. 

Dr. Barnerre. ‘That is not our idea and that is not the idea of this 
amendment here, section 2. 

The idea is to.come back to the Secretary of Agriculture and his 
associates and that land can be brought under the same terms that the 
land that is deeded to us. 
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Mr. Poags. But the amendment does not bring it under the same 
terms. I think it can. 

Dr. Barnette. All we are trying to do is have our property set up 
so that we can protect ourselves and so that we can develop it as a 
nucleus over a period of time. We may not ask for a transfer in a 

ear’s time or 2 years or 3 years, and we are making a careful survey, 
Laniaie our staff make a careful survey of all these properties, pin- 
pointing the areas we are going to use for one project or another proj- 
ect, to turn certain grasses, irrigation, and timberlands. 

Then we have our forest area and then we have our wildlife area. 
All those things have been set up and when we run into something or 
happen into a part of the land that comes within this project, that is 
assigned this area, our hope is that we can remove that property, dis- 
pose of it, and bring back in this same der ae d under the same regula- 
tions or transfer terms that we have with this property. 

Mr. Poager. I cannot believe that you would find any serious eee 
tion on the part of this committee to ——— that authority. I do 
not think your amendment does it, and I k your lawyer will tell 
you that it does not do it. 

Mr. Crarrs. That was my understanding. 

Mr. Poagce. Do you not think it might be a good thing to recess 
this hearing and let you folks work this bill over and bring us a bill 
that does do that ? 

Dr. Barnetre. What would you suggest ? 

Mr. Poaae. It is going to take some serious study from the legal 
standpoint of writing it, but I want the bill brought in here, putting 
this land that you acquire under the same limitations of the land that 
you trade off. 

Dr. Barnette. You want a breakdown bringing in the fact that 
this land would come in under the same conditions and limitations 
through the Department of Agriculture? 

Mr. Grant. No; that it would be used for public purposes. 

Mr. Poace. Your attorney just suggested that it would probably 
save the time of you gentlemen, and we want to do that as much as 
we can, if you would present any factual statements you want to 
present with the understanding that this committee was going to 
attempt to work out this phase of it and we would welcome any sug- 
gestions that you might want to bring in a few days later. 

I thing that might help ; and, if there are other statements about the 
general matter on which probably there is no issue at all about the 
right to transfer this land, we can hear them now. 

I doubt if anybody has reservations about the desirability of the 
transfers provided we keep it within limitations. 

If there are further statements to be made generally as to the de- 
sirability of it, we would be glad to try to hear them now to save the 
necessity of coming back. 

Mr. Dorn. Mr. Chairman, could you give us an idea of when we 
could come back before you? 

Mr. Poacr. I do not think it necessary to come before us again if 
we are all in agreement. 

I think I speak for the rest of the committee when I say that we 
want to be sure that we do not give you a vehicle whereby you can run 
this horse out of the shed and ride him off. 
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We want to give you the right to transfer this land so that you can 
block it up, but we want this land that you acquire to be subject to 
the same requirements of public use to which the land that you trade 
off is subject. 

Dr. Barnette. Mr. Chairman, I hope you dismiss that from your 
mind. 

Mr. Poace. We cannot dismiss it from our minds, because we have 
to write it in the bill. 

Dr. Barnerre. We will put it in the bill. We have no chicanery in 
this. 

Mr. Poags. Is there any other statement to be made about this bill ? 

Mr. Crarrts. I have nothing further. 

Mr. Dorn. I have nothing further. 

Mr. Poaae. If not, the committee will consider the bill in executive 
session, and we will welcome any suggestions as to phraseology that 
you gentlemen can offer us as to carrying out wkend am sure we all 
are agreed should be carried out, and our attorney will work with 

ours. 
. Mr. Dorn. I will be frank to say that you have been most helpful 
on this thing this morning. 

We appreciate so much the opportunity of appearing. 

Mr. Poace. Thank you, gentlemen, very much. 

The committee will stand in recess, aaiieet to call. 

(Whereupon, at 12:20 p. m., the hearing was recessed, subject to 
the call of the Chair.) 
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SUPPORT OF AGRICULTURAL EXPERIMENT STATIONS 


FRIDAY, JULY 8, 1955 


Hovse or RerresENTATIVES, 
SUBCOMMITTEE ON ReseaRCH AND EXTENSION 
OF THE COMMITTEE ON AGRICULTURE, 
Washington, D. C. 

The subcommittee met at 10 a. m. in the committee room of the 
House Committee on Agriculture, Hon. Thomas G. Abernethy (chair- 
man of the subcommittee) presiding. 

Mr. Asernetuy. The subcommittee will come to order. 

We have met this morning for the purpose of considering H. R. 
5562, H. R. 6851, and S, 1759, entitled : “To consolidate the Hatch Act 
of 1887 and laws supplementary thereto relating to the appropriation 
of Federal funds for the support of agricultural experiment stations 
in the States, Alaska, Hawaii, and Puerto Rico.” 

(The bills are as follows:) 


[H. R. 5562, 84th Cong., ist sess.] 


A BILL Te consolidate the Hatch Act of 1887 and laws supplementary thereto relating to 
the appropriation of Federal funds for the support of agricultural experiment stations 
in the States, Alaska, Hawaii, and Puerto Rico 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the Hatch Act of March 2, 1887, relating 
to the appropriation of Federal funds for the support of State agricultural ex- 
periment stations, is hereby amended to read as follows: 

“SecTION 1, It is the policy of Congress to continue the agricultural research 
at State agricultural experiment stations which has been encouraged and sup- 
ported by the Hatch Act of 1887, the Adams Act of 1906, the Purnell Act of 1925, 
the Bankhead-Jones Act of 1935, and title I, section 9, of that Act as added by 
the Act of August 14, 1946, and acts amendatory and supplementary thereto, 
and to promote the efficiency of such research by a codification and simplification 
of such laws. As used in this Act, the terms “State’ or ‘States’ are defined to in- 
clude the several States, Alaska, Hawaii, and Puerto Rico. As used in this 
Act, the term ‘State Agricultural Experiment Station’ means a department 
which shall have been established, under direction of the college or university or 
agricultural departments of the college or university in each State in accordance 
with an Act approved July 2, 1862 (12 Stat. 503), entitled ‘An Act donating 
public lands to the several States and Territories which may provide colleges for 
the benefit of agriculture and the mechanic arts’; or such other substantially 
equivalent arrangement as any State shall determine. 

“Sec. 2. It is further the policy of the Congress to promote the efficient pro- 
duction, marketing, distribution, and utilization of products of the farm as essen- 
tial to the health and welfare of our peoples and to promote a sound and pros- 
perous agriculture and rural life as indispensable to the maintenance of maxi- 
mum employment and national prosperity and security. It is also the intent of 
Congress to assure agricultore a position in research equal to that of industry, 
which will aid in maintaining an equitable balance between agriculture and 
other segments of our economy. It shall be the object and duty of the State 
agricultural experiment stations through the expenditure of the appropriations 
hereinafter authorized to conduct original and other researches, investigations, 
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and experiments bearing directly on and contributing to the establishment and 
maintenance of a permanent and effective agricultural industry of the United 
States, including researches basic to the problems of agriculture in its broadest 
aspects, and such investigations as have for their purpose the development and 
improvement of the rural home and rural life and the maximum contribution by 
agriculture to the welfare of the consumer, as may be deemed advisable, having 
due, regard to the varying conditions: and needs of the; respeetive States, 

“Sec. 3. (a) There are hereby authorized to be appropriated for the purposes 
of this Act such sums as Congress may from time to time determine to be neces- 
sary. 

“(b) Out of such sums each State shall be entitled to receive annually a sum 
of money equal to and subject to the same requirements as the sums received 
from Federal appropriations for State agricultural experiment stations for 
the fiscal year 1955, except that amounts heretofore made available from the fund 
known as the ‘Regional research fund, Office of Experiment Stations’ shall con- 
tinue to be available for the support of cooperative regional projects as defined 
in subsection 3 (c) (8), and-the said fund shall be designated ‘Regional research 
fund, State Agricultural Experiment Stations’, and the Secretary of Agriculture 
shall be entitled to receive annually for the administration of this Act, a sum.not 
less than that available for this purpose for the fiscal year ending June 30, 1955: 
Provided, That if the appropriations hereunder available for distribution in any 
fiscal year are less than those for the fiseal year 1955 the allotment to each State 
and the amounts for Federal administration and the regional research fund shall 
be reduced in proportion to the amount of such reduction. 

‘““(c) Any sums made available by the Congress in addition to those provided 
for in subsection (b) hereof for State agricultural experiment station work shall 
be distributed as follows: 

“1. Twenty per centum shall be allotted equally to each State; 

“2. Not less than 52 per centum of such sums shall be allotted to each State, as 
follows: One-half in an amount which bears the same ratio to the total amount 
to be allotted as the rural population of the State bears to the total rural popu- 
lation of all the States as determined by the last preceding decennial census 
current at the time each such additional stm is first appropriated; and one-half 
in an amount which bears the same ratio to the total amount to be allotted as the 
farm population of the State bears to the total farm population of all the States 
as determined by the last preceding decennial census current at the time such 
additional sum is first appropriated ; 

“3. Not more than 25 per centum shall be allotted to the States for cooperative 
research in which two or more State agricultural experiment stations are eoop- 
erating to solve problems that concern the agriculture of more than one State. 
The funds available for such purposes, together with funds available pursuant 
to subsection (b) hereof for like purpose, shall be designated as the ‘Regional 
research fund, State Agricultural Experiment Stations’, and shall be used only 
for such cooperative regional projects as are recommended by a committee of 
nine persons elected by and representing the directors of the State agricultural 
experiment stations, and approved by the Secretary of Agricuiture. The neces- 
sary travel expenses of the committee of nine persons in performance of their 
duties may be paid from the fund established by this paragraph. 

“4. Three per centum (3%) shall be available to the Secretary of Agriculture 
for administration of this Act. 

“(d) Of any amount in excess of $90,000 available under this Act for allotment 
to any State, exclusive of the regional research fund, State Agricultural Experi- 
ment Stations, no allotment and no payments thereof shall be made in excess of 
the amount which the State makes available out of its own funds for research 
and for the establishment and maintenance of facilities necessary for the prose- 
cution of such research; And provided further, That if any State fails to make 
available for such research purposes for any fiscal year a. sum equal to the 
amount in excess of $90,000 to which it may be entitled for such year, the 
remainder of such amount shall be withheld by the Secretary of Agriculture. 

“(e) ‘Administration’ as used in this section shall include participation in 
planning and coordinating cooperative regional research as defined in subsection 
3 (c) 3. 

“(f) In making payments to States, the Secretary of Agriculture is authorized 
to adjust any such payment to the nearest dollar. 

“Spec. 4. Moneys appropriated pursuant to this Act shall also be available, in 
addition to meeting expenses for research and investigations conducted under 
authority of section 2, for printing and disseminating the results of such research, 
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retirement of employees subjeet to the provisions of an Act approved March 4, 
1940 (54 Stat. 39), administrative planning and direction, and for the purchase 
and rental of land and the construction, acquisition, alteration, or repair of 
buildings necessary for conducting research. The State agricultural experiment 
stations are authorized to plan and conduct any research authorized under 
section 2 of this Act in cooperation with each other and such other agencies and 
individuals as may contribute to the solution of the agricultural problems in- 
volved, and moneys appropriated pursuant to this Act shall be available for pay- 
ing the necessary expenses of planning, coordinating, and conducting such coop- 
erative research. 

“Sec. 5. Sums available for allotment to the States under the terms of this 
Act, excluding the regional research fund authorized by subsection 3 (c) 3, shall 
be paid to each State agricultural experiment station in equal quarterly pay- 
ments beginning on the first day of July of each fiscal year upon vouchers ap- 
proved by the Secretary of Agriculture. Each such station authorized to receive 
alloted funds shall have a chief administrative officer known as a Director, and 
a Treasurer or other officer appointed by the governing board of the station. 
Such Treasurer or other officer shall receive and account for all funds allotted to 
the State under the provisions of this Act and shall report, with the approval 
of the Director, to the Secretary of Agriculture on or before the first day of Sep- 
tember of each year a detailed statement of the amount received under provisions 
of this Act during the preceding fiscal year, and of its disbursement on schedules 
prescribed by the Secretary of Agriculture. If any portion of the allotted 
moneys received by the authorized receiving officer of any State agricultural 
experiment station shall by any action or contingency be diminished, lost, or 
misapplied, it shall be replaced by the State concerned and until so replaced no 
‘subsequent appropriation shall be allotted or paid to such State. 

“Sec. 6. Bulletins, reports, periodicals, reprints of articles, and other publi- 
cations necessary for the dissemination of results of the researches and experi- 
ments, including lists of publications available for distribution by the experi- 
ment stations, shall be transmitted in the mails of the United States under 
penalty indicia: Provided, however, That each publication shall bear such indicia 
as are prescribed by the Postmaster General and shall be mailed under such regu- 
lations as the Postmaster General may from time to time preseribe. Such pub- 
liecations may be mailed from the principal place of business of the station or 
from an established subunit of said station. 

“Sec. 7. The Secretary of Agriculture is hereby charged with the responsibility 
for the proper administration of this Act, and is authorized and directed to pre- 
seribe such rules and regulations as may be necessary to carry out its provisions. 
It shall be the duty of the Secretary to furnish such advice and assistance as will 
best promote the purposes of this Act, including participation in coordination of 
research initiated under this Act by the State agricultural experiment stations, 
from time to time to indicate such lines of inquiry as to him seem most important, 
and to encourage and assist in the establishment and maintenance of cooperation 
by and between the several State agricutural experiment stations, and between 
the stations and the United States Department of Agriculture. 

“On or before the first day of July in each year after the passage of this Act 
the Secretary of Agriculture shall ascertain as to each State whether it is entitled 
to receive its share of the annual appropriations for agricultural experiment 
stations under this Act and the amount which thereupon each is entitled, re- 
‘spectively, to receive. 

“Whenever it shall appear to the Secretary of Agriculture from the annual 
statement of receipts and expenditures of funds by any State agricultural experi- 
ment station that any portion of the preceding annual appropriation allotted to 
that station under this Act remains unexpended, such amount shall be deducted 
from the next succeeding annual allotment to the State concerned. 

“If the Secretary of Agriculture shall withhold from any State any portion of 
the appropriations available for allotment, the facts and reasons therefor shall 
be reported to the President and the amount involved shall be kept separate in 
the Treasury until the close of the next Congress. If the next Congress shall 
not direct such sum to be paid, it shall be carried to surplus. 

“The Secretary of Agriculture shall make an annual report to the Congress 
during the first regular session of each year of the receipts and expenditures and 
work of the agricultural experiment stations in all the States under the pro- 
visions of this Act and also whether any portion of the appropriation available 
for allotment to any State has been withheld and if so the reasons therefor. 
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“Sec. 8. Nothing in this Act shall be construed to impair or modify the lega. 
relation existing between any of the colleges or universities under whose direc- 
tion State agricultural experiment. stations have been established and the 
government of the States in which they are respectively located. States having 
agricultural experiment stations separate from such colleges or universities and 
establishmed by law, shall be authorized to apply such benefits to research at 
stations so established by such States: Provided, That in any State in which 
more than one such college, university, or agricultural experiment station has 
been established the appropriations made pursuant to this Act for such State 
shall be divided between such institutions as the legislature of such State shall 
direct. 

“Sec. 9. The Congress may at any time, amend, suspend, or repeal any or all 
of the provisions ef this Act.” 

Sec. 2. The following listed sections or parts of sections of the Statutes at 
Large heretofore covering the provisions consolidated in this Act are hereby 
repealed: Provided, however, That any rights or liabilities existing under such 
repealed sections or parts of sections shall not be affected by their repeal: 

Bankhead-Jones Act, title I, sections 2 to 8, June 29, 1985 (49 Stat. 436; 7 
U. S. C. 427a-g). 

Section 9, and related provisions of section 11 of the Bankhead-Jones Act, 
title I, as added by title I of the Research and Marketing Act (60 Stat. 1082; 
7-U. 8. ©. 427h, 527j). 

Department of Agriculture Organie Act of 1944, title I, section 105, amending 
the Bankhead-Jones Act, title I, section 5, by adding subsection (c) (58 Stat. 
735; 7 U. S.C. 427d). 

cae approved June 7, 1888, amending the Hatch Act (25 Stat. 176; 7 U. 8. C. 
372). 

Adams Act approved March 16, 1906 (34 Stat. 63; 7 U. S. C. 869, 871, 373, 366, 
374, 375, 361, 376; 380, 382). , 

Purnell Act approved February 24, 1925 (43 Stat. 970; 7 U..S. C. 370, 371, 
373, 374, 375, 376, 366, 361, 380,382). 

Such portions of the Acts extending the benefits of the foregoing Acts to the 
Territory of Hawaii the Territory of Alaska, and Puerto Rico as are in conflict 
with this Act: Hawaii, Act of May 16, 1928 (45 Stat. 571; 7 U. 8. C. 86, 386a, 
386b) ; Alaska, Act of June 20, 1986, section 2 (49 Stat. 1553), as amended by 
Public Law 739, approved August 29, 1950 (7 U. S. C. 869a); Alaska, Act of 
February 23, 1929 (45 Stat. 1256; 7 U. S. C. 886c) ; Puerto Rico, Act of March 4, 
1931 (46 Stat. 1520; 7 U. 8. C. 386d, e, f). 

Such portion of the Department of. Agriculture Appropriation Act of 1890, 
approved March 2, 1889, as related to examinations of soils by experimental sta- 
tions (25 Stat. 841; 7 U. 8S. C. 364). 

Act of October 1, 1918, relating to the Georgia Agricultural Experiment Sta- 
tion (40 Stat. 998; 7 U. 8S. C. 383). 


[H. R. 6851, 84th Cong,, 1st sess.] 


A BILL To consolidate the Hatch Act of 1887 and laws supplementary thereto relating to 
the appropriation of Federal funds for the support of cultural experiment stations in 
the States, Alaska, Hawali, and Puerto Rico 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the Hatch Act of March 2, 1887, relating 
to the appropriation of Federal funds for the support of State agricultural experi- 
ment stations, is hereby amended to read as follows: 

“SecTIon 1: It is the policy of Congress to continue the agricultural research 
at State agricultural experiment stations which has been encouraged and sup- 
ported by the Hateh Act of 1887, the Adams Act of 1906, the Purnell Act of 1925, 
the Bankhead-Jones Act of 1935, and title I, section 9, of that Act as added by the 
Act of August 14, 1946, dnd acts amendatory and supplementary thereto, and to 
promote the efficiency of such research by a codification and simplification of such 
laws. As used in this Act, the terms ‘State’ or ‘States’ are defined to include the 
several States, Alaska, Hawaii, and Puerto Rico. As used in this Act, the term 
‘State agricultural experiment station’ means a department which shall have 
been established; under direction of the college or university or agricultural 
departments of the college or university in each State in accordance with an 
Act approved July 2, 1862 (12 Stat. 508), entitled ‘An Act donating public lands 
to the several States and Territories which may provide colleges for the benefit 
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of agriculture and the mechanic arts’; or such other substantially equivalent 
arrangements as any State shall determine. 

“Sec. 2. It is further the policy of the Congress to promote the efficient produc- 
tion, marketing, distribution, and utilization of products of the farm as essential 
to the health and welfare of our peoples and to promote a sound and prosperous 
agriculture and rural life as indispensable to the maintenance of maximum em- 
ployment and national prosperity and security. It is also the intent of Congress 
to assure agriculture a position in research equal te that of industry, which will 
aid in maintaining an equitable balance between agriculture and other segments 
of our economy. It shall be the object and duty of the State agricultural experi- 
ment stations through the expenditure of the appropriations hereinafter author- 
ized to conduct original and other researches, investigations, and experiments 
bearing directly on and contributing to the establishment and maintenance of a 
permanent and effective agricultural industry of the United States, including 
researches basic to the problems of agriculture in its broadest aspects, and such 
investigations as have for their purpose the development and improvement of 
the rural home and rural life and the maximum contribution by agriculture to 
the welfare of the consumer, as may be deemed advisable, having due regard 
to the varying conditions and needs of the respective States. 

“Seo. 3. (a). There are hereby authorized to be appropriated for the purposes 
of this Act such sums as Congress may from time to time determine to be 
necessary. 

“(b) Out. of such sums each State shall be entitled to receive annually a sum 
of money equal to and subject to the same requirements as the sums received 
from Federal appropriations for State agricultural experiment stations for the 
fiscal year 1955, except that amounts heretofore made available from the fund 
known as the ‘Regional research fund, Office of Experiment Stations’ shall con- 
tinue to be available for the support of cooperative regional projects as defined 
in subsection 3 (c) (3), and the said fund shall be designated ‘Regional research 
fund, State agricultural experiment stations’, and the Secretary of Agriculture 
shall be entitled to receive annually for the administration of this Act a sum not 
less than that available for this purpose for the fiscal year ending June 30, 1955: 
Provided, That if the appropriations hereunder available for distribution in any 
fiscal year are less than those for the fiscal year 1955 the allotment to each State 
and the amounts for Federal administration and the regional. research fund shall 
be reduced in proportion to the amount of sneh reduction: 

“(c) Any sums made available by the Congress in addition to those provided 
for in subsection (b) hereof for State agricultural experiment station work shall 
be distributed as follows: 

“1. Twenty per centum shall be allotted equally to each State; 

“2. Not less than 52 per centum of such sums shall be allotted to each State, as 
follows : One-half in an amount which bears.the same ratio to the total amount to 
be allotted as the rural population of the State bears to the total rural population 
of all the States as determined by the last. preceding decennial census current at 
the time each such additional sum is first appropriated; and one-half in an 
amount which bears the same ratio to the total amount to be allotted as the farm 
population of the State bears to the total farm population of all the States as 
determined by the last preceding decennial census current at the time such addi- 
tional sum is first appropriated ; 

“3. Not more than 25 per centum shall be allotted to the State for cooperative 
research in which two or more State agricultural, experiment stations are. ¢o- 
operating to Solve problems that concern the agriculture of more than one State. 
The funds available for such purposes, together with funds available pursuant 
to subsection (b) hereof for like purpose shall be designated as the ‘Regional 
research fund, State agricultural experiment stations’, and shall be used only 
for such cooperative regional projects.as are recommended by a committee of 
nine persons elected by and representing the directors of the State agricultural 
experiment stations, and approved by the Secretary of Agriculture. The neces- 
sary travel expenses of the committee of nine persons in performance of their 
duties may be paid from the fund established by this paragraph. 

“4, Three per centum shall be available to the Secretary of Agriculture for 
administration of this Act. 

“(d) Of any amount in excess of $90,000 available under this Act for allotment 
to any State, exclusive of the regional research fund, State agricultural experi- 
ment stations, no allotment and no payments thereof shall be made in excess of 
the amount which the State makes available out of its own funds for research 
and for the establishment and maintenance of facilities necessary for the prosecu- 
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tion of such research: And provided further, That if any State fails to make 
available for such research purposes for any fiscal year a sum equal to the 
amount in excess of $90,000 to which it may be entitled for such year, the re- 
mainder of such amount shall be withheld by the Secretary of Agriculture. 

“(e) ‘Administration’ as used in this section shall include participation in 
ee and coordinating cooperative regional research as defined in subsection 

e) 3. 

“(f) In making payments to States, the Secretary of Agriculture is authorized 
to adjust any such payment to the nearest dollar. 

“Sec. 4. Moneys appropriated pursuant to this Act shall also be available, in 
addition to meeting expenses for research and investigations conducted under 
authority of section 2, for printing and disseminating the results of such research, 
retirement of employees subject to the provisions of an Act approved March 4, 
1940 (54 Stat. 39), administrative planning and direction, and for the purchase 
and rental of land and the construction, acquisition, alteration, or repair of 
buildings necessary for conducting research. The State agricultural experi- 
ment stations are authorized to plan and conduct any research authorized under 
section 2 of this Act in cooperation with each other and such other agencies and 
individuals as may contribute to the solution of the agricultural problems in- 
volved, and moneys appropriated pursuant to this Act shall be aivailable for 
paying the necessary expenses of planning, coordinating, and conducting such 
cooperative research. 

“Sec. 5. Sums available for allotment to the States under the terms of this 
Act, excluding the regional research fund authorized by subsection 3 (c) 3, shall 
be paid to each State agricultural experiment station in equal quarterly payments 
beginning on the first day of July of each fiscal year upon vouchers approved by 
the Secretary of Agriculture. Bach such station authorized to receive allotted 
funds shall have a chief administrative officer known as a director, and a treasurer 
or other officer appointed by the governing bvard of the station. Such treasurer 
or other officer shall receive and account for all funds allotted to the State under 
the provisions of this Act and shall report, with the approval of the director, to 
the Secretary of Agriculture on or before the first day of September of each 
year a detailed statement of the amount received under provisions of this Act 
during the preceding fiscal year, and of its disbursement on schedules prescribed 
by the Secretary of Agriculture. If any portion of the allotted moneys received 
by the authorized receiving officer of any State agricultural experiment station 
shall by any action or contingency be diminished, lost, or misapplied, it shall 
be replaced by the State concerned and until so replaced no subsequent appro- 
priation shall be allotted or paid to such State. 

“Sec. 6. Bulletins, reports, periodicals, reprints of articles, and other publica- 
tions necessary for the dissemination of results of the researches and experiments, 
including lists of publications available for distribution by the experiment sta- 
tions, shall be transmitted in the mails of the United States under penalty 
indicia: Provided, however, That each publication shall bear such indicia as are 
prescribed by the Postmaster General and shall be mailed under such regulations 
as the Postmaster General may from time to time prescribe. Such publications 
may be mailed from the principal place of business of the station or from an 
established subunit of said station. 

“Sec. 7. The Secretary of Agriculture is hereby charged with the responsi- 
bility for the proper administration of this Act, and is authorized and directed 
to prescribe such rules and regulations as may be necessary to carry out its 
provisions. It shall be the duty of the Secretary to furnish such advice and 
assistance as will best promote the purposes of this Act, including participation 
in coordination of research initiated under this Act by the State agricultural 
experiment stations, from time to time to indicate such lines of inquiry as to 
him seem most important, and to encourage and assist in the establishment and 
maintenance of cooperation by and between the several State agricultural experi- 
ment stations, and between the stations and the United States Department of 
Agriculture. 

“On or before the first day of July in each year after the passage of this 
Act the Secretary of Agriculture shall ascertain as to each State whether 
it is entitled to receive its share of the annual appropriations for agricultural 
experiment stations under this Act and the amount which thereupon each is 
entitled, respectively, to receive. 

“Whenever it shall appear to the Secretary of Agriculture from the annual 
statement of receipts and expenditures of funds by any State agricultural 
experiment station that any portion of the preceding annual appropriation 
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allotted to that station under this Act remains unexpended, such amount shall 
be deducted from the next succeeding annual allotment to the State concerned. 

“If the Secretary of Agriculture shall withhold from any State any portion 
of the appropriations available for allotment, the facts and reasons therefor 
shall be reported to the President and the amount involved shall be kept 
separate in the Treasury until the close of the next Congress. If the next 
Congress shall not direct such sum to be paid, it shall be carried to surplus. 

“The Secretary of Agriculture shall make an annual report to the Congress 
during the first regular session of each year of the receipts and expenditures 
and work of the agricultural experiment stations in all the States under the 
provisions of this Act and also whether any portion of the appropriation available 
for allotment to any State has been withheld and if so the reasons therefor. 

“Sec. 8. Nothing in this Act shall be construed to impair or modify the 
legal relation existing between any of the colleges or universities under whose 
direction State agricultural experiment stations have been established and 
the government of the States in which they are respectively located. States 
having agricultural experiment stations separate from such colleges or uni- 
versities and established by law, shall be authorized to apply such benefits 
to research at stations so established by such States: Provided, That in any 
State in which more than one such college, university, or agricultural experiment 
station has been established the appropriations made pursuant to this Act for 
such State shall be divided between such institutions as the legislature of such 
State shall direct. 

“Sec. 9. The Congress may at any time amend, suspend, or repeal any or 
all of the provisions of this Act.” 

Sec. 2. The following listed sections or parts of sections of the Statutes at 
Large heretofore covering the provisions consolidated in this Act are hereby 
repealed: Provided, however, That any rights or liabilities existing under such 
repealed sections or parts of sections shall not be affected by their repeal: 

Bankhead-Jones Act, title I, sections 2 to 8, June 29, 1985 (49 Stat. 436; 
7 U.S. C. 427a-g). r 

Section 9, and related provisions of section 11 of the Bankhead—-Jones Act, 
title I, as added by title I of the Research and Marketing Act (60 Stat. 1082) ; 
7 U.S. C. 427h, 527j). 


Department of Agriculture Organic Act of 1944, title I, section 105, amending 
the Bankhead-Jones Act, title I, section 5, by adding subsection (c) (58 Stat. 
735; 7 U. 8. C. 427d). 

Act approved June 7, 1888, amending the Hatch Act (25 Stat. 176; 7 U.S. C. 

72). 


Adams Act approved March 16, 1906 (34 Stat. 63; 7 U. S. C. 369, 371, 373, 
366, 374, 375, 376, 380, 382). 

Purnell Act approved February 24, 1925 (43 Stat. 970; 7 U. S. C. 370, 371, 373, 
874, 375, 376, 366, 361, 380, 382). 

uch portions of the Acts extending the benefits of the foregoing Acts to the 
Territory of Hawaii, the Territory of Alaska, and Puerto Rico as are in 
conflict with this Act: Hawaii, Act of May 16, 1928 (45 Stat. 571; 7 U. S. C. 
386, 386a, 386b); Alaska, Act of June 20, 1936, section 2 (49 Stat. 1553) as 
amended by Public Law 739, approved August 29, 1950 (7 U. 8S. ©. 369a); 
Alaska, Act of February 23, 1929 (45 Stat. 1256; 7 U. S. C. 386c) ; Puerto Rico, 
Act of March 4, 1931 (46 Stat. 1520; 7 U. S. C. 386d, e, f). 

Such portion of the Department of Agriculture Appropriation Act of 1890, 
approved March 2, 1889, as related to examination of soils by experimental 
stations (25 Stat. 841; 7 U. 8S. C. 364). 

Act of October 1, 1918, relating to the Georgia Agricultural Experiment 
Station (40 Stat. 998; 7 U. S. C. 383). 


[S. 1759, 84th Cong., 1st sess.] 


AN ACT To consolidate the Hatch Act of 1887 and laws supplementary thereto relating to 
the appropriation of Federal funds for the support of agricultural experiment stations in 
the States, Alaska, Hawaii, and Puerto Rico 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the Hatch Act of March 2, 1887, relating 
to the appropriation of Federal funds for the support of State agricultural ex- 
periment stations, is hereby amended to read as follows: 
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“Secrion 1. It is the policy of Congress to continue the agricultural research 
at State agricultural experiment stations which has been encouraged and sup- 
ported by the Hatch Act of 1887, the Adams Act of 1906, the Purnell Act of 1925, 
the Bankhead-Jones Act of 1985, and title I, section 9, of that Act as added by 
the Act of August 14, 1946, and Acts amendatory and supplementary thereto, and 
to promote the efficiency of such research by a codification and simplification of 
such laws. As used in this Act, the terms ‘State’ or ‘States’ are defined to include 
the several States, Alaska, Hawaii, and Puerto Rico. As used in this Act, the 
term ‘State agricultural experiment station’ means a department which shall 
have been established, under direction of the college or university or agricultural 
departments of the college or university in each State in accordance with an Act 
approved July 2, 1892 (12 Stat. 503), entitled ‘An Act donating public lands to 
the several States and Territories which may provide colleges for the benefit of 
agriculture and the mechanic arts’; or such other substantially equivalent 
arrangements as any State shall determine. 

“Sec. 2. It is further the policy of the Congress to promote the efficient pro- 
duction, marketing, distribution, and utilization of products of the farm as es- 
sential to the health and welfare of our peoples and to promote a sound and 
prosperious agriculture and rural life as indispensable to the maintenance of 
maximum employment and national prosperity and security. It is also the 
intent of Congress to assure agriculture a position in research equal to that of 
industry, which will aid in maintaining an equitable balance between agricul- 
ture and other segments of our economy. It shall be the object and duty of the 
State agricultural experiment stations through the expenditure of the appro- 
priations hereinafter authorized to conduct original and other researches, inves- 
tigations, and experiments bearing directly on and contributing to the estab- 
lishment and maintenance of a permanent and effective agricultural industry 
of the United States, including researches basic to the problems of agriculture 
in its broadest aspects, and such investigations as have for their purpose the 
development and improvement of the rural home and rural life and the maxi- 
mum contribution by agriculture to the welfare of the consumer, as may be 
deemed advisable, having due regard to the varying conditions and needs of the 
respective States. 

“Sec. 3. (a) There are hereby authorized to be appropriated for the purposes 
of this Act such sums as Congress may from time to time determine to be neces- 
sary. 

“(b) Out of such sums each State shall be entitled to receive annually a sum 
of money equal to and subject to the same requirement as to use for marketing 
research projects as the sums received from Federal appropriations for State 
agricultural experiment stations for the fiscal year 1955, except that amounts 
heretofore made available from the fund known as the ‘Regional research fund, 
Office of Experiment Stations’ shall continue to be available for the support of 
cooperative regional projects as defined in subsection 3 (c) (3), and the said 
fund shall be designated ‘Regional research fund, State agricultural experiment 
stations’, and the Secretary of Agriculture shall be entitled to receive annually 
for the administration of this Act, a sum not less than that available for this 
purpose for the fiscal year ending June 30, 1955: Provided, That if the appropria- 
tions hereunder available for distribution in any fiscal year are less than those 
for the fiscal year 1955 the allotment to each State and the amounts for Federal 
administration and the regional research fund shall be reduced in proportion 
to the amount of such reduction. 

“(c) Any sums made available by the Congress in addition to those provided 
for in subsection (b) hereof for State agricultural experiment station work shall 
be distributed as follows: 

“1. Twenty per centum shall be allotted equally to each State; 

“2. Not less than 52 per centum of-such sums shall be allotted to each State, 
as follows: One-half in an amount which bears the same ratio to the total 
amount to be allotted as the rural population of the State bears to the total 
rural population of all the States as determined by the last preceding decennial 
census current at the time each such additional sum is first appropriated ; and 
one-half in an amount which bears the same ratio to the total amount to be 
allotted as the farm population of the State bears to the total farm population 
of all the States as determined by the last preceding decennial census current 
at the time such additional sum is first appropriated ; 

“3. Not more than 25 per centum shall be allotted to the States for cooperative 
research in which two or more State agricultural experiment stations are co- 
operating to solve problems that concern the agriculture of more than one State. 
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The funds available for such purposes, together with funds available pursuant to 
subsection (b) hereof for like purpose shall be designated as the ‘Regional re- 
search fund, State agricultural experiment stations’, and shall be used only for 
such cooperative regional projects as are recommended by a committee of nine 
persons elected by and representing the directors of the State agricultural ex- 
periment stations, and approved by the Secretary of Agriculture. The necessary 
travel expenses of the committee of nine persons in performance of their duties 
may be paid from the fund established by this paragraph. 

“4. Three per centum shall be available to the Secretary of Agriculture for 
administration of this Act. 

“(d) Of any amount in excess of $90,000, available under this Act for allot- 
ment to any State, exclusive of the regional research fund, State agricultural 
experiment stations, no allotment and no payments thereof shall be made in ex- 
cess of the amount which the State makes available out of its own funds for re- 
search and for the establishment and maintenance of facilities necessary for the 
prosecution of such research: And provided further, That if any State fails to 
make available for such research purposes for any fiscal year a sum equal to the 
amount in excess of $90,000 to which it may be entitled for such year, the re- 
mainder of such amount shall be withheld by the Secretary of Agriculture. 

“(e) ‘Administration’ as used in this section shall include participation in 
planning and coordinating cooperative regional research as defined in subsec 
tion 3 (c) 3. ‘4 

“(f) In making payments to States, the Secretary of Agriculture is authorize 
to adjust any such payment to the nearest dollar. 

“Seo. 4. Moneys appropriated pursuant to this Act shall also be available, in 
addition to meeting expenses for research and investigations conducted under 
authority of section 2, for printing and disseminating the results of such research, 
retirement of eniployees subject to the provisions of an Act approved March 4, 
1940 (54 Stat. 89), administrative planning and direction, and for the purchase 
and rental of land and the construction, acquisition, alteration, or repair of 
buildings necessary for conducting research. The State agricultural experi- 
ment stations are authorized to plan and conduct any research authorized under 
section 2 of this Act in cooperation with each other and such other agencies and 
individuals as may contribute to the solution of the agricultural problems in- 
volved, and moneys appropriated pursuant to this Act shall be available for pay- 
ing the necessary expenses of planning, coordinating, and conducting such co- 
operative research. 

“Sec. 5. Sums available for allotment to the States under the terms of this Act, 
excluding the regional research fund authorized by subsection 3 (c) 3, shall be 
paid to each State agricultural experiment station in equal quarterly payments 
beginning on the first day of July of each fiscal year upon vouchers approved 
by the Secretary of Agriculture. Each such station authorized to receive allotted 
funds shall have a chief administrative officer known as a director, and a treas- 
urer or other officer appointed by the governing board of the station. Such 
treasurer or other officer shall receive and account for all funds allotted to the 
State under the provisions of this Act and shall report, with the approval of the 
director, to the Secretary of Agriculture on or before the first day of September of 
each year a detailed statement of the amount received under provisions of this 
Act during the preceding fiscal year, and of its disbursements on schedules 
prescribed by the Secretary of Agriculture. If any portion of the allotted moneys 
received by the authorizing receiving officer of any State agricultural experiment 
station shall by any action or contingency be diminished, lost, or misapplied, it 
shall be replaced by the State concerned and until so replaced no subsequent 
appropriation shall be allotted or paid to such State. 

“Sec. 6. Bulletins, reports, periodicals, reprints of articles, and other publica- 
tions necessary for the dissemination of results of the researches and. experi- 
ments, including lists of publications available for distribution by the experi- 
ment stations, shall be transmitted in the mails of the United States under 
penalty indicia : Provided, however, That each publication shall bear such indicia 
as are prescribed by the Postmaster General and shall be mailed under such 
regulations as the Postmaster General may from time to time prescribe. Such 
publications may be mailed from the principal place of business of the station or 
from an established subunit of said station. 

“Sec. 7. The Secretary of Agriculture is hereby charged with the responsibility 
for the proper administration of this Act, and is authorized and directed to 
prescribe such rules and regulations as may be necessary to carry out its pro- 
visions. It shail be the duty of the Secretary to furnish such advice and assist- 
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ance as will best promote the purposes of this Act, including participation in co- 
ordination of research initiated under this Act by the State agricultural experi- 
ment stations, from time to time to indicate such lines of inquiry as to him seem 
most important, and to encourage and assist in the establishment and mainte- 
nance of cooperation by and between the several State agricultural experiment 
stations, and between the stations and the United States Department of Agri- 
culture. 

“On or before the first day of July in each year after the passage of this Act, the 
Secretary of Agriculture shall ascertain as to each State whether it is entitled 
to receive its share of the annual appropriations for agricultural experiment 
stations under this Act and the amount which thereupon each is entitled, respec- 
tively, to receive. 

“Whenever it shall appear to the Secretary of Agriculture from the annual 
statement of receipts and expenditures of funds by any State agricultural experi- 
ment station that any portion of the preceding annual appropriation allotted to 
that station under this Act remains unexpended, such amount shall be deducted 
from the next succeeding annual allotment to the State concerned. 

“If the Secretary of Agriculture shall withhold from any State any portion of 
the appropriations available for allotment, the facts and reasons therefor shall 
be reported to the President and the amount involved shall be kept separate in 
the Treasury until the close of the next Congress. If the next Congress shall 
not direct such sum to be paid, it shall be carried to surplus. 

“The Secretary of Agriculture shall make an annual report to the Congress 
during the first regular session of each year of the receipts and expenditures 
and work of the agricultural experiment stations in all the States under the 
provisions of this Act and also whether any portion of the appropriation avail- 
able for allotment to any State has been withheld and if so the reasons therefor. 

“Sec. 8. Nothing in this Act shall be construed to impair or modify the legal 
relation existing between any of the colleges or universities under whose direc- 
tion State agricultural experiment stations have been established and the govern- 
ment of the States in which they are respectively located. States having agricul- 
tural experiment stations separate from such colleges or universities and estab- 
lished by law, shall be authorized to apply such benefits to research at stations 
so established by such States: Provided, That in any State in which more than 
one college, university, or agricultural experiment station has been established 
the appropriations made pursuant to this Act for such State shall be divided 
between such institutions as the legislature of such State shall direct. 

“Sec. 9. The Congress may at any time, amend, suspend, or repeal any or all 
of the provisions of this Act.” 

Sec. 2. The following listed sections or parts of sections of the Statutes at 
Large heretofore covering the provisions consolidated in this Act are hereby 
repealed: Provided, however, That any rights or liabilities existing under such 
repealed sections or. parts of sections shall not be affected by their repeal : 

Bankhead-Jones Act, title I, sections 2 to 8, June 29, 1985 (49 Stat. 436; 7 
U. 8. C. 427a-g). 

Section 9, and related provisions of section 11 of the Bankhead-Jones Act, 
title I, as added by title I of the Research and Marketing Act (60 Stat. 1082; 
7 U.S. C. 427h, 427). 

Department of Agriculture Organic Act of 1944, title I, section 105, amending 
the Bankhead-Jones Act, title I, section 5, by adding subsection (c) (58 Stat. 
735; 7 U. S. C. 427d). 
on approved June 7, 1888, amending the Hatch Act (25 Stat. 176; 7 U. 8. C. 

). 

Adams Act approved March 16, 1906 (34 Stat. 63; 7 U. S. C. 369, 371, 373, 366, 
874, 375, 361, 376, 380, 382). 

Purnell Act approved February 24, 1925 (43 Stat. 970; 7 U. 8S. C. 370, 371, 373, 
874, 375, 376, 366, 361, 380, 382). 

The Acts extending the benefits of the foregoing Acts to the Territory of 
Hawaii, the Territory of Alaska, and Puerto Rico: Hawaii, Act of May 16, 1928 
(45 Stat. 571; 7 U. S. C. 386, 386a, 386b) ; Alaska, Act of June 20, 1936 (49 Stat. 
1553), as amended by Public Law 739, approved August 29, 1950 (7 U. S. C. 
369a) ; Alaska, Act of February 23, 1929 (45 Stat. 1256; 7 U. 8. C. 386c) ; Puerto 
Rico, Act of March 4, 1981 (46 Stat. 1520; 7 U. S. C. 386d, e, f). 

Such portion of the Department of Agriculture Appropriation Act of 1890, 
approved March 2, 1889, as related to examination of soils by experimental 
stations (25 Stat. 841; 7 U. 8. C. 364). 
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That part of the Act of October 1, 1918, relating to the Georgia Agricultural 
Experiment Station (40 Stat. 998; 7 U. S. C. 383). 

Passed the Senate June 17 (legislative day, June 14), 1955. 

Attest: 


Fre.tton M. Jonnston, Secretary. 


Mr. Azernetuy. At this point there will be inserted in the record 
the executive communication to the Speaker regarding this bill. 
(The letter is as follows :) 


DEPARTMENT OF AGRICULTURE, 
Washington, D. C., March 29, 1955. 
The SPEAKER, HOUSE oF REPRESENTATIVES. 


Dear Mr. Speaker: Transmitted herewith for the consideration of the Con- 
gress is a proposed bill to consolidate the Hatch Act of 1887 and laws supple- 
mentary thereto relating to the appropriation of Federal funds for the support 
of agricultural experiment stations in the States, Alaska, Hawaii, and Puerto 
Rico. 

The main purpose of the proposed bill is to consolidate and codify existing 
law relating to appropriations for support of State agricultural experiment sta- 
tions by amending the Hatch Act of March 2, 1887 (a basic act providing for 
support of State agricultural experiment stations) and the repeal of other law, 
or provisions thereof, relating to the support of agricultural experiment stations 
in the States, Alaska, Hawaii, and Puerto Rico. It would also revise certain 
provisions of law relating to administration and payment authorizations. 

Consolidation of the existing legislation, as provided for in this proposal, has 
been recommended at various times by the Appropriations Committees of the 
House of Representatives and the Senate, and by the Bureau of the Budget. 
This proposal, if enacted, would consolidate into 1 law 12 acts or sections thereof 
and thus would make possible a simplification of budgeting and accounting pro- 
cedures in this Department and in each of the States, Territories, and Puerto 
Rico. It would also result in more efficient administration of this program. 

The present authorization in section 9, title I, of the Bankhead-Jones Act, 
for appropriations in such amounts as Congress may from time to time deter- 
mine to be necessary, is incorporated in the proposed legislation. The present 
requirement for the use of 20 percent of section 9 funds for marketing research 
would be retained with respect to the existing level of appropriations for sec- 
tion 9, but would not be applied to additional funds which may be appropriated 
under the authorization. 

This matter has been before the Association of Land-Grant Colleges and Uni- 
versities, and a committee representing that association has worked closely with 
the Department in connection with this proposed legislation. It has expressed 
the unanimous opinion that such legislation is both desirable and equitable to 
all concerned. 

The proposed action parallels that taken with respect to similar legislation 
consolidating the acts relating to cooperative agricultural extension work (Public 
Law 83, 83d Cong.). 

A similar letter is being sent to the President of the Senate. 

The Bureau of the Budget advises that there is no objection to the trans- 
mission of this proposed legislation to the Congress for its consideration. 

Sincerely yours, 
E. T. Benson, Secretary. 


Mr. Aserneruy. There will also be inserted in the record at this 
int the report from the Department of Agriculture under date of 
ay 27, 1955. 

(The report is as follows :) 


May 27, 1955. 
Hon. Haroitp D. Coo.ey, 
Committee on Agriculture, 
House of Representatives. 

DEAR CONGRESSMAN COOLEY: This is in reply to your request of May 6, 1955, for 
a report on H. R. 5562, a bill to consolidate the Hatch Act of 1887 and laws sup- 
plementary thereto relating to the appropriation of Federal funds for the support 
of agricultural experiment stations in the States, Alaska, Hawaii, and Puerto 
Rico. 


. 
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This Department favors the enactment of H.R: 5562. 

The main purpose of the bill is to. consolidate and codify existing law relating 
to appropriations for support of State agricultural experiment stations by 
amending the Hatch Act of March 2, 1887 (a basic act providing for support of 
State agricultural experiment stations) and the repeal of other law, or pro- 
visions thereof, relating to the support of agricultural experiment stations in the 
States, Alaska, Hawaii, and Puerto Rico. It would. also revise certain pro- 
visions of law relating to administration and payment authorizations, 

This bill, if enacted, would consolidate into 1 law 12 acts or sections thereof 
and thus would make possible a simplification of budgeting and accounting pro- 
cedures in this Department and in each of the States, Territories, and Puerto 
Rico. It would also result in more efficient administration of this program. 

The present authorization in section 9, title I, of the Bankhead-Jones Act for 
appropriations in such amounts as Congress may from time to time determine 
to be necessary, is incorporated in the proposed legislation. The present require- 
ment for the use of 20 percent of section 9 funds for marketing research would 
be retained with respect to the existing level of appropriations for section 9, 
but would not be applied to additional funds which may be appropriated under 
the authorization. 

Consolidation of the existing legislation, as provided for in this bill, has been 
recommended at various times by the appropriations committees of the House 
of Representatives and the Senate, and by the Bureau of the Budget. In addi- 
tion, the Association of Land-Grant Colleges and Universities has expressed 
the opinion that such legislation is both desirable and equitable to all concerned. 

H. R. 5562 parallels action taken with respect to similar legislation consoli- 
dating the acts relating to cooperative agricultural extension work (Public Law 
88, 88d Cong.). 

The Bureau of the Budget advises that there is no objection to the submission 
of this report. 

Sincerely yours, 
True D. Morse, Acting Secretary. 


Mr. Asernetuy. The committee will first hear the Delegate from 
Hawaii, Mrs. Farrington. 


STATEMENT OF HON. ELIZABETH P. FARRINGTON, A DELEGATE IN 
CONGRESS FROM THE TERRITORY OF HAWAII 


Mrs. Farrtineron. Mr. Chairman, my name is Elizabeth P. Far- 
rington. Iam the Delegate to Congress from Hawaii. 

1 appreciate very much the opportunity of appearing this morning 
before your committee in support of H. R 5562. 

I would like to insert in the record at this time, if I may, a letter 
I have just received from the president of the University of Hawaii, 
Paul S. Bachman, concerning this legislation. 

He says: 

I understand that Congressman H. A. Dixon has introduced H. R. 5562, “A 
bill to consolidate all Federal grants to the experiment stations under one sum.” 
This would not only cut down the amount of bookkeeping involved, but would 
increase the ease of administering the funds. 

We would appreciate any support that you might be able to give to this very 
worthwhile measure. 

Both President Bachman and the university are very much in sup- 
port of this measure. I concur in his opinion. 

That completes my statement. 

Mr. Asernetuy. Thank you, Mrs. Farrington. 

The next witness will be G. W. Irving, Jr., Deputy Administrator 
for Research, Agricultural Research Service. 
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STATEMENTS OF G. W. IRVING, JR., DEPUTY ADMINISTRATOR FOR 
RESEARCH, AGRICULTURAL RESEARCH SERVICE; H. C. KNOB- 
LAUCH, DIRECTOR, STATE EXPERIMENT STATION DIVISION, 
AGRICULTURAL RESEARCH SERVICE; AND HARRY R. VARNEY, 
DEAN, COLLEGE OF AGRICULTURE, FORESTRY AND HOME ECO- 
NOMICS, AND DIRECTOR OF THE AGRICULTURAL EXPERIMENT 
STATION, WEST VIRGINIA UNIVERSITY, REPRESENTING THE 
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Mr. Irvine. Mr. Chairman, we are very glad to have an opportunity 
to appear before your subcommittee to support the legislation that is 
before you. 

This proposed legislation will, as you know, consolidate and, we 
think, simplify, the authorities—about 14 of them, I believe—under 
which we are now operating with respect to the research in the agri- 
cultural experiment stations. 

This will also reduce the number, 5, of the acts that govern these 
activities at the present time. 

In addition, we feel that the proposed legislation will permit needed 
flexibility in the programing of research in the experiment stations 
by removing some of the limitations which now hamper free flexible 
program development. 

Mr. Asernetuy. What do you mean by “remove some of the lim- 
itations”? Whatare they? tus get them inthe record. I thought 
this act just simply consolidated, and made no change in the law. 

Mr. Irvine. You are right, sir. By consolidation it will continue 
to maintain all the controls, all the requirements, and all the freedoms 
that the present legislation provides; but we feel it will in a number 
of instances simplify the administration of the authorities. 

Specifically, I could mention one illustration, and I think that those 
who are with me can give you further illustrations, if you would like 
to have them. 

In some instances the present authorities require that certain stipu- 
lated and specific sums of money be allocated to certain stations for 
certain work These sums are inflexible and of course, as you know, 
with increasing costs of conducting research we have progressively 
been limited as to the number of people we could assign to problems 
within that dollar limitation. With this consolidation we will remove 
such limitations and be able to develop in those instances really effec- 
tive programs. 

Mr. AsernetHy. Does this bill amend the Research Act that we 
passed a few years ago? 

Mr. Irvine. If you mean by that the amended Bankhead-Jones Act 
of 1946, that will be included. 

Mr. AnernetHoy. When did we pass the research bill? 

Mr. AnpresENn. It must have been 6 or 7 years ago. 

Mr. Irvine. This is Dr. Knoblauch. 

Mr. Knosiavcn, I can go into the details, if you wish, Mr. Chair- 
man, when I am up there as a witness. 
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The present act takes the authority in the act—the Research and 
Marketing Act you are now referring to—and makes that a part of the 
consolidated bill, whereas the previous authorization under the Hatch 
Act, the Adams Act, and the Purnell Act, and section 5 of Bankhead- 
Jones were more.restrictive in nature. 

This consolidation brings the features of each of those previous 
acts in line with the amended Bankhead-Jones Act. What the consol- 
idated legislation involves is essentially the authorizations under the 
amended Bankhead-Jones Act that the Congress passed in 1946. 

Mr. Anernetuy. Allright, sir. You may proceed with your state- 
ment. 

Mr. AnpreseENn. I think you ought to enumerate the different acts 
that are consolidated in this legislation. Do you have a list of those? 

Mr. Irvine. With your permission, sir, if I may, I should like to 
introduce Dr. Knoblauch, whom you have just heard from, and ask 
that he come to the table and give you that brief historical account of 
what . behind this legislation il. how it will affect our administra- 
tion of it. ; 

Mr. ANpRESEN. Would there be any objection, Mr. Chairman, if the 
gentleman would sit up here? 

Mr. Aserneruy. Certainly not. 

Would you like to call on any of the other witnesses to speak with 
you? We might expedite the matter, with not too many of us here, to 
get around the table. 

Mr. Knosiavcn. Mr. Chairman, did you wish to proceed with the 
answer to that question at this time? 

Mr. ABerNEeTHy. Yes. 

Mr. KnosiavucH. I am H. C. Knoblauch, Director of the State Ex- 
periment Station Division of the Agricultural Research Service. Our 
office represents the Department of Agriculture, the Secretary, in the 
administration of these acts. 

The specific question that you raised regarding the acts that are 
being consolidated I believe is covered by this sheet. If I might, I 
should like to pass this brief table out, which we have prepared, which 
presents the acts that are being brought together in the legislation 
under consideration. 

First is the Hatch Act of 1887. If you will just proceed to read 
across the table, you will find the appropriations, the basis of dis- 
tribution, the matching requirement or not, and some of the limita- 
tions under each of these several acts. Then the only earmarking 
feature is on title I, section 9 of the Bankhead-Jones Act, which is 20 
percent for marketing research. We will discuss that in greater 
detail later. 

Mr. Chairman, might I just take a minute to enlarge on the question 
you raised with Dr. Irving re rding the flexibility or lack of flexi- 
bility that has resulted under these acts. 

You appreciate that the authorizations under the Hatch Act, the 
Adams Act, and the Purnell Act were fixed amounts; $15,000 to 
each State under the Hatch Act, $15,000 to each State under the 
Adams Act, and 60,000 to each State under the Purnell Act. 

Now during the course of research development there has been a 
certain number of projects developed under each of those funds. 
Those funds were not, of course, subject to increase with increasing 
costs, so there was a constant squeezing on the amount of support 
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to each of those individual research items. In the administration of 
these funds it has been necessary, because of the legal authorizations, 
to have each project supported only by a single fund. 

This may be somewhat involved. If that is not clear I should 
like to try to explain it a little further to you. 

Mr. Drxon. Mr. Chairman, may I ask a question ? 

Mr. Asernetuy. Surely. 

Mr. Dixon. This Miscellaneous Publication No. 515, I think, ex- 
plains that, Dr. Knoblauch. 

Mr. Knostaucu. That is right. 

Mr. Drxon. I should like for the members of the committee to 
hear it: 

The Federal-grant funds are available only for investigations within the 
purposes outlined in the respective acts. 
I guess there are about 12 acts, if you take the amendments. 

Mr. Knostavcn. That is right. 

Mr. Drxon (continuing) : 

To assure compliance it is necessary that expenditures of funds under a 


respective act be accounted for as a separate units of expenditures accom- 
plished by administration— 


and then skipping down— 


Since the separate identity of the several Federal-grant funds and allotments 
from the Agricultural Marketing Act, section 204 (b) must be maintained in 
reporting expenditures and results, not more than one of these direct-grant 
funds should be used to support a supplement and allotment of Bankhead-Jones, 
section 9 (b) (3) funds. 

In other words, they have to keep the separate identity of all 
these 12 acts. 

Mr. Anpresen. Will the gentleman yield? 

Mr. Drxon. Yes. 

Mr. Anpresen. Is that carried out in actual practice in the admin- 
istration of the act? 

Mr. Knostaucn. Mr. Chairman and Mr. Andresen, yes, sir; in the 
development of plans, programs, and supporting projects for each 
of these funds each year each experimental station is required to sub- 
mit a budget program for the Hatch Act fund, the Adams Act fund, 
the Purnell Act fund, and the Bankhead-Jones Act funds for section 
5 and section 9, because of authorizations in the specific items of appro- 
priation. That is why we wish to support the consolidation, because 
we will eliminate the tremendous amount of preplanning and later 
recordkeeping of detail under each of these separate accounts under 
each of these separate funds. 

Mr. Dixon. In answer further to his question, our colleges are 
audited, are they not, to see that they do abide by the law as far as 
possible ¢ 

Mr. Kwnosiaucnu. That is correct. 

Mr. Anpresen. I want to know how you apply this. You say in 
the planning stage you have to do this, but would you be specific and 
tie your planning in to the particular appropriation ¢ 

Mr. Knostaucn. That is right. 

Mr. Anpresen. How does it come to your men who do the research 
under a particular appropriation? Are they discharged when they 
have completed using up the money ? 
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Mr. Knostaucu. If I might just trace briefly the origin of the 
research proposal and then its becoming a part of the program, I think 
that will answer your question. 

An individual research worker or research leader develops a proj- 
ect which is reviewed by the experiment station director to determine 
its appropriateness and contribution to the agriculture of the State, 
and then it is up to the director’s discretion whether it shall be sup- 
ported, if he has Adams Act funds, Hatch Act funds, Purnell Act 
funds, Bankhead-Jones Act funds, et cetera. The individual research 
worker frequently does not know the source of the funds under which 
he is working. That is the administrative responsibility in the plan- 
ning of the programs, wherever the funds are available to do the 
particular job that is presented. . 

Mr. Anpresen. But in handling your bookkeeping then, whether 
the doctor or someone else doing the investigation knows about it, you 
have to line up your funds on the books so that so much of these funds 
have been assigned for a particular study which is being done by a 
particular official. 

Mr. Knosiaucu. That is correct. Each experiment station direc- 
tor annually submits to the Department of Agriculture for review 
and approval a program of work which consists of the complete listing 
of projects and the individuals doing the work by funds. In other 
words, he submits a program for the Hatch Act funds, the Adams Act 
funds, the Purnell Act funds, the Bankhead-Jones Act funds, both 
sections 5 and 9. Under this proposed consolidation we would only 
submit the one program. We would not have a $15,000 program under 
the Adams Act, a $15,000 program under the Hatch Act, and a $60,000 
program under the Purnell Act, and whatever the allotments are 
under section 5 and section 9 of Bankhead-Jones. You would have a 
total program for the station, where you could see it in one review in 
a total program. 

So far as the Department of Agriculture is concerned, we are get- 
ting close to these auditing and review features that administratively 
do require considerable detailed examination. If we could have this 
all brought together in one program, it would be a much more efficient 
operation. 

Mr. AnpreEsEN. You put all of the funds into one basket, then ? 

Mr. Knostavucu. That is what is proposed. 

Mr. Anpresen. So that in that respect you depart from the original 
urpose of, let us say, the Hatch Act, which was passed 68 ee ago. 
hat just passes out of the picture, but the purposes of the Hatch Act 

are retained ? 

Mr. Knosiavcu. That is correct. 

Mr. Anpresen. And the funds are retained and go into this basket ¢ 

Mr. Knosiavucu. That is correct. The features of the Hatch Act— 
which is the simple charter that recognized the need and the responsi- 
bility of the Department and the State in recess agricultural 
research—are an important retained feature of the new legislation. 


Mr. Drxon. Would you please give us some specific illustrations to 
show how the rigidity of these 12 various acts hamstring the director 
of the experiment station, so that when there is a crisis or malady in 
livestock or poultry, such as we often have, he cannot go out to give 
the farmers relief? 
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Mr. Kwnostavcn. I should like to illustrate by the problems that 
have been presented by several experiment station directors, particu- 
larly under section 5 of the Bankhead-Jones fund, which has at- 
tained—it has not attained its maximum authorizations, but there 
have been no increases during the past several years. Several of the 
directors have reported need for increased emphasis on particular 
problems that were started under section 5 of the Bankhead-Jones 
Act. If they had authority to use these new increased funds that the 
Congress is providing under section 9, if they could put them on sup- 
port of the section 5 activities, they would go ahead and be able to meet 
that need. Now, what is required? If they are to meet it with section 
5 funds, some other line of research must be closed. 

Mr. Dixon. Regardless of the need for that research ? 

Mr. Knostavcnu. That is right. If he is to support it with the in- 
creases under that fund, then he must decide whether the new work is 
more urgent than what is currently going on. He has no opportunity 
to increase under Bankhead-Jones section 5, because there are no 
increases. 

Now, that is not true under section 9, because the Congress has pro- 
vided increases in the past several years and there is flexibility in that 
fund to meet these conditions. 

Mr. Anpresen. Do you have a statement showing what each act 
specifies, that we are consolidating here into one bill ? 

Mr. Knostaucn. There is the summary, Mr. Chairman and Mr. 
Andresen, of the Calendar 568, the Senate report, a very good analysis 
of each of the provisions of these acts. 

Mr. Anpresen. Off the record. 

(Discussion off the record.) 

Mr. AnpreseNn. I am not so familiar with all of these acts, although 
I have been voting for amendments to them for a long time. I think 
it would be a good idea for the Department to prepare for the com- 
mittee and for the record a statement showing the purpose and the 
authorization of each act, for just what is covered in the act. I think 
that could be condensed in not too much language, to show what is 
being done under each act. 

Mr. Knostavucu. This was an attempt at it, but it does not get into 
the authorizations. 

a Asernetuy. The note at the bottom of the page is what you 
mean ¢ 

Mr. Knosiaucn. Yes. We have, Mr. Chairman, as a part of the 
administrative rules and regulations under which the Department 
administers these funds, a bulletin prepared here that gets into these 
provisions. It would be a very easy matter for us to provide a short 
abstract of each of these acts for inclusion in the record. 

Mr. AnpresEN. I would like to have that, Mr. Chairman, included 
in the record. 

Mr. ABernetuy. How lengthy is that? Is that the whole bulletin? 

Mr. Kwostavcn. That is one of the problems we would hope to 
accomplish by consolidation. It does cover from page 27 to page 44. 

Mr. ANprEsEN. Can you not cut it down’ 

Mr. Anernetuy. Could you not summarize the specific objectives of 
each act in a page or two? 

Mr. Knosiaucn. Yes, sir. 
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Mr. Asernetuy. So that that might be inserted, and not encumber 
the record with the entire document. Would that be satisfactory ? 

Mr. AnprEsEN. That would be satisfactory to me, but we have to 
explain this bill if there are questions along that line. 

Mr. Knosiaucn. I would be happy to do it, sir. It can be done 
within 3 or 4 pages. 

Mr. Asernetuy. I should like to ask a question along the line Mr. 
Andresen raised. The Hatch Act, I presume, authorizes certain 
specific work; is that right? 

Mr. Knostaucu. Yes, sir; that is correct. 

Mr. Asernetuy. And an appropriation of $765,000 for such work. 

Now, does the Adams Act authorize other work of a specific char- 
acter, different from that of the Hatch Act? 

Mr. Knostaucn. If I might, Mr. Chairman, just review the 
acts 

Mr. Asernetuy. Can you just answer that first “Yes” or “No” and 
then explain ? 

Mr. Kwnopiaucn. Yes. 

Mr. Aperneruy. It does. Let me go a little further. Does the 
Purnell Act authorize work of another character in the experiment 
stations ¢ 

Mr. Knosiaucnu. Yes. 

Mr. Anerneruy. And title I, section 5, of the Bankhead-Jones Act 
I presume authorizes another type of work to be carried on in the 
experiment stations. 

Mr. Knosiaucu. Each is an enlargement. 

Mr. Apernetuy. And the same would apply to title I, section 9, of 
the Bankhead-Jones Act as amended by the 1946 Agricultural Re- 
search and Marketing Act? 

Mr. Knosiavucn. That is right. 

Mr. Apernetuy. For each of those there was a specific authoriza- 
tion set forth in the act. 

This table which you have presented to us will be inserted in the 
record at this point. 

(The table is as follows :) 
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Mr. Anernetuy. In the order in which I inquired about them and 
as they appear on this table, appropriations were authorized to the 
extent of $765,000 annually for the first; $765,000 annually for the 
second; and $3,060,000 annually for the third; I assume $3 million 
annually for the fourth, but the appropriation for 1955 does not 
quite reach that; and $20-million for the 1946 act, with a 1955 appro- 
priation of $11.5 million. 

Now, when you get these consolidated what would be the effect of 
the consolidation regarding the specific work that is to be carried 
on in each of the experiment stations as authorized by these particular 
acts? Would they continue to carry on the same work or could they 
take the appropriations and just carry forward on one of them and 
eliminate all of the others? 

Mr. Knosiavucn. I would like, Mr. Chairman, to just briefly review 
the developments here. 

Mr. Asernetruy. I want you to answer that question first, if you 
can, “Yes” or “No,” and then explain it. I get confused when you 
start explaining first. 

Would the consolidation of these acts result in a single appropriation 
which could be directed to 1 or 2 of these 5 specific authorizations? 
Could an experiment station say : 

We are not going to do the work provided in the Adams Act this year; we are 
going to take the money we would normally be using for that and use it for 
the purposes set forth under one of the other acts. 

Mr. Kwnostavucu. There is not likely to be that kind of changing 
around in a program. 

Mr. Anernetuy. That disturbs me. You say, “There is not likely 
to be.” Could there be? 

Mr. Kwnosiavcu. Dean Varney is here, who is a director of an 
experiment station, Mr. Chairman. 

Mr. Asernetuy. All right. 

Mr. Kwnosiaucn. If I may, sir I should like to have him answer 
that question. 

Mr. Varney. My name is Harry Varney. I am dean of the colle 
of agriculture, forestry, and home economics and director of the 
agricultural experiment station at West Virginia University. I am 
here today representing the legislative subcommittee of the experi- 
ment station committee on organization and policy of the Land Grant 
College Association. 

To answer your question, I expect it would be theoretically possible 
for that to happen. 

Mr. AsernetrHy. Would it be legally possible? 

Mr. Varney. Since this consolidation bill includes the authoriza- 
tions existing in all of the acts that are proposed to be consolidated. 
Not being a lawyer, I do not know whether it would be legally possible 
or not, but I think it would be. 

Mr. Anernetuy. That leads me up to this: Would that be left up to 
each station ? 

Mr. Varney. Let me add one more statement. 

Mr. Asernetuy. All right, sir. 

Mr. Varney. These authorizations and specifications under the 
existing acts, such as Hatch, Adams, and Purnell, are not mutually 
exclusive. I mean, the Adams Act does not say : 


This is what you have to do with this fund. 
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and that is entirely different from what the Hatch Act says. They 
are chronologically expansions of the preceding ones. For that rea- 
son the consolidated bill, while including all of the authorizations, 
would not be such a great change. For example, in the Purnell Act 
you get into the social sciences, farm management, and marketing, 
that you did not have in the earlier ones, because they were not im- 
portant problems or at least were not considered to be important 
problems when the Hatch Act was passed back in 1887. 

I think it would be legally possible but I do not think that problem 
would ever arise, because your consolidated bill as proposed here in- 
cludes all the existing authorizations but no new ones. 

Mr. Drxon. Mr. Chairman, may I make a statement? 

Mr. AperNetuy. Yes. 

Mr. Drxon. I asked the Library of Congress to make a report, and 
I also have another report on the bill. I will read what they say: 

Although the language of the various existing acts does vary somewhat, their 
objectives are broad, particularly in the case of the Bankhead-Jones and the 
Purnell Acts, which provide the major part of the money; and it would appear 
that any research which might be undertaken under the proposed language 
could be undertaken under one or more of the existing acts. Moneys appropri- 
ated under the Hatch Act may be used for original researches and investigations 
of experiments on enumerated problems concerned with production, and other 
researches bearing “directly” on the agricultural industry of the United States. 
Adams Act funds are limited to “original” researches bearing “directly” on 
the agricultural industry of the United States. The Purnell Act provides for 
“experiments bearing directly on the production, manufacture, preparation, use, 
distribution, and marketing of agricultural products,” including researches di- 
rected toward the establishment and maintenance of the efficient agricultural 
industry, “and such economic and sociological investigations as have for their 
purpose the development and improvement” of rural life. The Bankhead-Jones 
Act provides for “research into the laws and principles underlying the basic 
problems of agriculture in its broadest aspects.” 

Their opinion is that it would he legally possible. 

Mr. Apernetuy. I want to pursue that just a little further. I think 
it is fair to say that each of these acts authorizes a specific program, 
although related, yet each distinct from the other. Is that a fair 
statement ? 

Mr. Varney. I do not think so. That is, they are not as specific 
as that would imply. The authorizations do not say: 


You can do this and this and this type of research project and not this and 
this and this— 


in most cases. They are more general authorizations than your state- 
ment would imply, I believe. 

Mr. Anernetuy. Under the Hatch Act, which authorizes an appro- 
priation of $765,000, which amount is being appropriated annually, 
the States are not required to put up any matching funds. 

Mr. Knosiavucn. That is right. 

Mr. Varney. That is right. 

Mr. ABerNeTHy. The same applies to the Adams Act. The same, 
— for a difference in appropriation, applies to the Purnell Act. 

r. Varney. Yes. 


Mr. Asernetuy. Now, title I, section 5 of the Bankhead-Jones Act 
of 1935 requires that the Federal dollar must be matched 100 percent 
by State dollars. Title I, section 9 of the Bankhead-Jones Act of 
1935 as amended by the Research and Marketing Act of 1946 requires 
that 72 percent in direct allotments must be matched in full. 
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' I do not know what that means right now. I will get to that in a 
minute. 

Nevertheless, there is a difference in the matching formula im all 
these acts except for the first three, which are similar, where no match- 
ing is required. But matching is required in the latter two acts. 
When you get all of these consolidated how are you going to deter- 
mine this matching formula? 

Mr. Knostaucu. Each State is given $90,000, which is not required 
to be matched. That is the sum of those first three acts. Then any 
amount after that, through 1955, is matched on the same basis that it 
is now. 

Mr. ApernetHy. Allright. Ihave two questions on that. 

How did you arrive at the $90,000 ? 

Mr. Knostaucu. That is the sum of the Hatch Act, the Adams Act, 
and the Purnell Act; $15,000 under the Hatch Act, $15,000 under the 
Adams Act, and $60,000 under the Purnell Act. That was originally 
provided to each State, not having to be matched. 

Mr. Apernetuy. Does this new bill require that that will be the 
first thing done out of the appropriations, irrespective of what the 
appropriations might be? 

Mr. Knosiaucn. I do not quite understand your question, sir. 

Mr. ApernetHy. You have a total sapre oriation here for 1955 of 
approximately $18.7 million. Suppose the Congress sees fit to appro- 


priate only $15 million next year. Would they first allocate to each 
of these States $90,000 out of that $15 million, or would the $90,000 
be reduced proportionately which, if done, would result in more match- 
ing dollars percentagewise from the States ? 


fr. Knostaucn. If an amount less than the $90,000 for each State 
would be provided then it would be reduced proportionately. Now, 
if the amount of $15 million is provided—we only have $18 million— 
the act provides that there be a proportionate reduction to each State. 

Mr. Azernetuy. Then it is possible that the States would receive 
less money under the purposes of the first three acts than they now 
receive ? 

Mr.- Knosiaucnu. It would have to be a reduction in amount less 
than the sum of those totals. 

Mr. Apernertuy. If there is a reduction in the $18.7 million now 
appropriated ¢ 

Mr. Jounson. May I ask a question right there? 

Mr. Aperneruy. If I can get an answer first. 

It is possible that the States would receive less dollars without the 
matching requirement if the Congress saw fit to reduce the overall 
appropriation under the consolidated act ? 

Mr. Knostaucu. That would be correct. 

Mr. Varney. Might I answer? 

Mr. Aspernetuy. My answer would be “No,” not unless Congress 
reduced the total appropriation to less than the original Hatch Act, 
Adams Act, and Bunnell det combined. In other words, they would 
have to reduce the total appropriation enough to eliminate all of the 
Bankhead-Jones and all of the Research and Marketing Act appro- 
priations before you would affect this $90,000. 

Mr. Knostaucn. That is right. 

Mr. Avernetuy. I have read through this bill 2 or 3 times, and I 
was confused and am concerned about the matching formula. 
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You have assured us that the bill as now written would not affect 
any matching funds on the part of the States for the purposes for 
which the Hatch Act, Adams Act, and Purnell Act were enacted, and 
that out of the appropriations the first thing that would be done 
would be to give eac State that $90,000 ? 

Mr. Varney. That is my understanding. 

Mr. Knostavcn. That is right. 

Mr. ApernetTuy. That is your understanding? 

Mr. Varney. Yes, sir. 

Mr. Asernetuy. Is that right? Is that the way the bill was 
drafted? If so, who put it in there? 

Mr. Varney. That is what my lawyers have told me, that that 
would be the case. 

Mr. Apernetuy. Do you know what section of the bill does that? 

Here is the reason that I am asking these questions: Suppose that 
after the appropriations are made next year, if this bill becomes law, 
the appropriation is such that this station in my home State would 
wind up with less free money, money they do not have to match dollar- 
for-dollar or in any other shape or manner or form, percentagewise ? 

Mr. Knostavcu. There is an element here that over the past several 

ears the amount of money that States have had for matching has 
n from 3 to 5 times that which is required. For example, the 
current Federal appropriations are in the vicinity of $18 million and 
the States appropriations, or the amount of money that the States 
put into this program, are in excess of $67 million. 

Mr. Anernetuy. Let me ask you another question: Under title I, 
section 5, of the Bankhead-Jones Act of 1935, the law now requires 
that those dollars must be matched dollar for dollar. What does this 
bill provide? 

Mr. Kwnostavcnu. This bill provides that 72 percent must be 
matched. The reason for the difference between section 5 and sec- 
tion 9 is that section 9 provides that 25 percent of the funds appro- 
priated shall be used for regional research. That is for the benefit 
of several States in a region. It is not logical to assume that any 
one State should match research that would benefit the several States 
of the region. So the provision of section 9 for the regional research 
funds specifies that they shall not be matched. That is the essential 
difference between the 100-percent matching and the 72-percent 
matching. 

Mr. Apernetuy. Under the Bankhead-Jones Act one item has to be 
matched in full and there is another item that has to be matched to 
the extent of 72 percent; is that right? 

Mr. Knosiavcn. That is correct. 

Mr. Anernetuy. Let us take the first one. The first item under 
the Bankhead-Jones Act, if this bill is passed, has a matching formula. 
What happens to the matching formula? You have two formulas 
under the Bankhead-Jones Act, one of which requires matching for 
a certain section to be in full, and under the next section it is to be 
matched to the extent of 72 percent. What happens to those? Are 
-— econ so as to require a 72-percent matching on both of 
them 

Mr. Knostavucn. That is correct. Any Federal sums provided by 
the Congress—the authority for the regional research fund is con- 
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tinued in the consolidated legislation—and therefore any funds pro- 
vided would be matched on the basis of 72 percent by the States. 

Mr. ApernerHy. Am I correct in saying that would mean less 
dollars would be put up by the States than are now put up? 

Mr. Varney. Could I interject a statement here ! 

Mr. AperNetuy. Yes. 

Mr. Varney. This act provides that present matching requirements 
shall be frozen. 

Mr. JoHnson. What was that word ? 

Mr. Varney. Present matching requirements shall be frozen on the 
basis of existing appropriations. 

If there are additional appropriations made after the passage of 
this act, then Dr. Knoblauch’s statement would hold. However, if 
the appropriations remain at the present level, the present matching 
requirements are frozen at the present level and the present allocations 
to the States are frozen at. the present level. 

So, in answer to your question, the matching requirements would 
remain the same as they are now to each individual State. 

Mr. ABERNETHY. It does not provide for any difference in the divi- 
sion to States? 

Mr. Varney. No, sir. It freezes the allocation to the individual 
States on the present level unless appropriations are increased or if 
Congress sees fit to decrease appropriations. That would be on a 
pro rata basis, but the first, $90,000 available to each State will go to 
the State without matchi requirements as was provided in your 
original Hatch, Adams, and Purnell Acts. 

Mr. Aserneruy. I think we are getting somewhere now. I think 
we are getting to the point I have been coming up to. 

We are now appropriating approximately $187 million annually, 
Henceforth, if this bill becomes law, that: will be the breaking point. 
I mean by that that if the Congress henceforth appropriates each year 
$18.7 million each State will continue to receive identically the same 
dollars that. it receives now. 

Mr. Varney. That is right. 

Mr. AnernetHy. Each State will continue to receive the same free 
dollars that it receives now ¢ 

Mr. Varney. That is right. 

Mr. Kwnosiavucn. That is correct. 

Mr. Aperneruy. And they will be required to continue to put up 
the same matching dollars that they put up now? 

Mr. Varney. That is right. 

Mr. Azernetuy. Now, let us assume that. the appropriation goes 
to $20.7 million next year, to make it easy to figure, because that is 
exactly a $2 million increase. Then the Department will take $18.7 
million of that and break it down to the States just as they break it 
down now. That will leave $2 million. What will they.do with that 
$2 million? How will it be broken down? What will the matching 
requirement be? 

Mr. Knosiaucu. That will be on the basis of the provisions of sec- 
tion 9 of the Bankhead-Jones Act; one-half on the basis of the relative 
farm population and one-half on the basis of the relative rural popu- 
lation. 

Mr. Azvernetuy. That is the formula that is applied to all appro- 
priations over and above the present appropriation ¢ 
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Mr. Knosiavucn. That is correct. 

Mr. Jounson. That is the way the money is divided by the States. 
Is that the proportion that a particular State will get? 

Mr. Knosnavucn. That is correct. 

Mr. Jounson. How about the matching? 

Mr. Knosiaucn. The matching is then done on the basis of the 
allotment that they get under the formula. 

Mr. Jounson. What proportion would it be? 

Mr. Knosiavucu. 72 percent. 

Mr. Jounson. Has to be matched? 

Mr. Knostavcu. That is correct. 

Mr.‘ Drxon. In other words, this in nowise changes the method of 
distribution ? 

Mr. Knosiavucnu. No, sir; it retains the provisions of the Bankhead- 
Jones Act for distribution. 

Mr. Harrison. Mr. Chairman, might I ask one question ? 

Mr. Apernetuy. Yes, Mr. Harrison. 

Mr. Harrison. In the first three items of the Hatch Act, the Adams 
Act, and the Purnell Act, the amount of money that is allocated to 
each State is set. In the next two it is not. Do you get the first three 
in the event that the State does not match the funds of the Bankhead- 
Jones Act? 

Mr. Kwnostavucn. That is correct. 

Mr. Harrison. It is up to the State as to whether or not it wants 
to receive the Bankhead-Jones funds or not; is that right? 

Mr. Knostavucn. In order to be eligible to receive them they must 
certify that they have funds available to meet the matching require- 
ment; yes, sir. 

Mr. Harrison. If they do not match these funds could the funds 
of the first three items be used for the work specified under the Bank- 
head-Jones Act? 

Mr. KNosiaucnu. There are no restrictions such as meeting the 
matching requirement, so far as the matching requirement is con- 
cerned, regarding the eligibility to receive either the Hatch Act, 
Adams Act, or Purnell Act funds. 

Mr. Harrison. But they do receive the funds for the first three 
items, whether they do or do not match the funds? 

Mr. Knosiavcn. That is correct. 

Mr. Harrison. That is all. Thank you. 

Mr. Jounson. Then the matching goes down until you come to the 
$90,000, at the rate of 72 percent, and then it goes up; is that right? 

Mr. Varney. No, because there is included in the present a por- 
tion that is matched 100 percent and a portion that is matched 72 
percent. Both of those are frozen under the present act in the con- 
solidation. It is only in the case of an addition. 

Mr. Jounson. Then your rate will vary as we go down? I think 
Mr. Abernethy’s example was $18.7 million. 

Mr. Anernetuy. That is the present appropriation. 

Mr. Jonnson. Let us say that they go down to $15.7 million. What 
would the matching be? 

Mr. Varney. I do not know where that point would be. 

Mr. Jounson. It would not be 72 percent? It would be a little 
higher ? 


oe 
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Mr. AserNetuy. No. 

Mr. Varney. No. 

Mr. Apernetuy. If the appropriations for 1957 are less than they 
are for fiscal year 1956, then the first thing the Department would 
do would be to disseminate to each State $90,000. After that is dis- 
tributed the remainder would then be distributed among the States 
under the same formula that you have always had, to be matched by 
the States to the extent of 72 percent of what each State receives; is 
that correct? 

Mr. ANpRESEN. Will the gentleman yield ? 

Mr. ABERNETHY. Certainly. 

Mr. Anovresen. If you will refer to section 8, on page 3, subpara- 
graph (b), I assume that that is the language which 1s being referred 
to 


Mr. Kwnostavcn. That is right. 

Mr. Varney. That is right. 

Mr. ANpRESEN. That reads as follows: 

Out of such sums each State shall be entitled to receive annually a sum of 
money equal to and subject to the same requirements as the sums received from 
cae appropriations for State agricultural experiment stations for the fiscal 
year 
so it only ties it in to the appropriations for the year 1955, which I 
assume follow the pattern of existing law. 

Mr. Varney. That is right. 

Mr. Anpresen. And that if the appropriations are less than they 
were in 1955 that is also dealt with in here. 

Mr. Varney. Subsection (d). 

Mr. AperNeTHY. On what page is subsection (d)? I-see subsec- 
tion (c) but I do not see subsection (d). 

_ Is that on page 5% That seems to be the dollar-for-dollar match- 
ing. 
Mr. Varney. It is on page 5, section4 (d). It says: 

Of any amount in excess of $90,000 available under this act for allotment 
to any State, exclusive of the regional research fund— 

Mr. Apernetuy. What is that? 

Mr. Jennrnos. If you continue that fund, it seems to me it is on an 
an equal basis; anything in excess of $90,000. 

Mr. Asernetuy. I think you are right. Let him read on. 

Mr, Varney (reading) : 

State agricultural experiment stations, no allotment and no payments thereof 
shall be made in excess of the amount which the State makes available out of 
its own funds for research and for the establishment and maintenance of facili- 
ties necessary for the prosecution of such research: And provided further, That 
if any State fails to make available for such research purposes for any fiscal 
year a sum equal to the amount in excess of $90,000 to which it may be entitled 
for such year, the remainder of such amount shall be withheld. 

I believe that answers your question. 

Mr. Asernetuy. I don’t think so. That reads that they have to 
match the $90,000. 

Mr. Varney. It says in excess of $90,000. 

Mr. Jennines. Anything in excess of that should be matched on an 
equal basis. 

Mr. Knosiaucn. The 25 percent which does not have to be matched 
is the confusing thing. 
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Mr. ABERNETHY. Where does that come in? We have made no 
reference to that. 

Mr. Kwnosiaucn. Bankhead-Jones Act of 1946, section 9-B-3, 
which provides that 25 percent of the money appropriated—item 3, 
page 5, line 7—that 25 percent of the funds appropriated are estab- 
lished in a regional research fund where two or more States may 
cooperate on a problem of mutual interest to the States of the region. 

Mr. Anpernetuy. That doesn’t require matching. 

Mr. Knostaucn. That is right. 

Mr. AsperNneTHyY. Then the first thing they do would be to spend 
$90,000. 

Next thing would be to send to each regional research unit 25 percent 
of something which does not have to be matched; is that right? 

Mr. Knosiaucu. The regional research fund is assigned to the Sec- 
retary of Agriculture and assignments to specific projects are made 
through the recommendations of the committee of 9 experiment sta- 
tion directors, 2 from each region and 1 representing home economics, 
who consider proposals submitted from the various States in the 
regions and then recommend allocations. 

That is retained as a total fund here in Washington and broken 
down according to regional needs by this committee. 

Mr. JoHNson. Do these people have the final say or can the Secre- 
tary overrule them ? 

Mr. Knosiaucn. They recommend only to the Secretary. The Sec- 
retary has the final authority. 

Mr. AsernetHy. If this becomes law, actually it could not become 
operative until fiscal 1957, could it, because fiscal 1956 appropriations 
have been made from justifications of each of the States and the De- 
partment for carrying out the work of these five acts. 

Mr. KwosiaucH. There is a consideration, and I do not know the 
legal details of this, and that is this: These payments to the States 
are made on a quarterly basis, and if the effective date of the legis- 
lation should be, say, at the beginning of a new quarter, then that 
may be a possibility. That is, the first quarter payments—— 

Mr. Apernetuy. The first quarter has been made. 

Mr. Knosiavcn. Has been made and would have to be adminis- 
tered on the basis of the existing legislation. 

Mr. JENNINGS. What does this bill provide? 

Mr. ABERNETHY. It doesn’t say when it becomes effective. I imagine 
since there is no date some is effective at present and some is not. 

Would that tend to create any confusion in the distribution of the 
funds for fiscal 1956 ? 

Mr. KNosiavcu. It would not. 

Mr. Varney. One reason it would not is that it would not change 
the allocations to the States. They would get the same amount of 
money in either case. 

Mr. Apernetruy. Was this idea considered by a committee coming 
from the various extension services in each of the States? 

Mr. Knostaucn. Various directors. 

Mr. Chairman, back as early as 1941 the Budget Bureau directed 
Mr. Jump to pursue with the experiment station directors the possi- 
bility of codification and bringing these various authorizations to- 
gether into one consolidated act. 

The war years intervened and very little was done. 











52 MISCELLANEOUS HEARINGS 


A committee of experiment station directors, however, was set u 
at that time. In a preliminary draft of a proposed consolidated bill 
it was considered with the Department and by the directors but it was 
never presented. 

Then, with the passage of the Research and Marketing Act of 
1946 and the consequent increase in funds the job of administering 
all of these detailed funds just made this situation so acute that in 
the last 3 years the experiment station directors have had a legisla- 
tive committee which has given careful thought to this and they have 
as a group considered this legislation and have endorsed it 100 per- 
cent, and recommended it for action. 

Mr. Anerneruy. Of whom did it consist? 

Mr. Varney. I do not have the total list of names here for each of 
the years. There is some rotation on that committee, 

At the present time the legislative subcommittee of the Experiment 
Station Committee on Organization Policy consists of MDiieeter 
Hawkins, of Oklahoma, the chairman; Director Rummell, of Ohio, 
representing the midwestern region; Director Buchanan, of Wash- 
ington State; and myself, representing the northeastern region. 

The chairman 

Mr. Anernetuy. Did you prepare a statement of recommendations 
which went out to all of the stations? 

Mr. Varney. We prepared a proposed draft of the bill with a state- 
ment concerning it, and it was taken up in a meeting of the experi- 
ment station directors at the time of the annual Land Grant College 
Association meetings. 

It has been considered, I believe, in three different annual meetings, 
and the committee then was instructed to make certain changes. 

It is a rather complicated job and it has been a difficult job because 
of the number of acts involved and because of the fact that we wanted 
a consolidated act to leave existing authorizations as they were, to 
be sure that no State would lose under the monetary distribution, and 
I believe we have as a result in this act one which incorporates all ex- 
isting authorizations, which freezes the present appropriations to 
each individual State, both as to money without matching, money 
with matching, and matching requirements, and in its present form 
it has been approved by the experiment station directors in each of 
the four regions. 

Mr, AnernetHy. The committee drafted the bill? 

Mr. Varney. The committee, in cooperation with representatives 
of the Department of Agriculture, drafted the proposed bill. 

Mr. ApernetTHy. And submitted it to the experiment stations? 

Mr. Varney. That is right. 

Mr, AsperNetHy, That bill was then redrafted ? 

Mr. Varney. Yes, I think at least three times. 

Mr. Apernetuy. Who redrafted it? 

Mr. Varney. The committee. It also went to the Department, was 
cleared by the Solicitor’s Office in the Department, and it has been 
cleared by the Bureau of the Budget. 

Mr. Anernetuy. When did it go to the Solicitor’s Office? 

Mr. Varney. Maybe Doctor Knoblauch can, 

Mr. Knosiaucn. At the time of the college meeting last year, a 
tin before land grand college time, which was the 14th of No- 
vember. 
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Mr. Anerneruy. They have subsequently approved the redraft ? 

Mr. Varney. That is correct. 

Mr. Dixon. Would you ask the same question of Mr. Thackery, 
executive secretary for the Land Grant Association ? 

Mr. Trackery. I am Russell Thackery, executive secretary of the 
Association of Land Grant Colleges and Universities. 

In response to Mr, Dixon’s question I would like to say that the 
experiment-station directors, at a meeting at which all the representa- 
tives, had approved the bill which was submitted to the executive com- 
mittee of the association, and then it was submitted to the association 
which includes the presidents of all the institutions and they approved 
it. 

Mr. Jonnson. Would the dean of our agricultural college in Wis- 
consin know about this legislation, Dean Froker ? 

ere Irvine. The director of the agricultural experiment station 
would. 

Mr. Drxon. I have a letter from your president. Shall I read it? 

Mr. Jounson. President Fred? 

Mr. Drxon. Yes. 

Mr. Jounson. I had not heard from my own college. I thought I 
should have heard. 

Mr. THackery. Director Clark of the agricultural experiment sta- 
tion knows of this. 

Mr. Dixon, There seems to have been a little doubt cast over our 
thinking here with regard to what is done by this bill to the Hatch 
Act. The impression could have gotten out perhaps that it was fused 
into this coordinated bill.. I do not think that is the case. 

The act is to consolidate the Hatch Act of 1887, and it reads: 

Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the Hatch Act of March 2, 1887, relating 
to the appropriation of Federal funds for the support of State agricultural 
experiment stations, is hereby amended. 

In other words, the act is only amended. 

Now to go further, to show how the bill gives stability to the Hatch 
Act rather than abolishing anything in it, in section 1 it states: 

It is the policy of Congress to continue the agricultural research at State 
agricultural experiment stations which has been encouraged and supported by 
the Hatch Act. 

In other words, we declare ourselves in this bill to continue the 
Hatch Act and its program rather than to detract from it. We want 
to give it stability. That is the point. 

Mr. Apernetuy. May I ask what part of this language, which 
begins on page 1 and goes down through page 10 is amendatory 
language ? 

Can anyone identify the old language of the act and the new 
language? 

Mr. Dixon. That would start on page 11 where the changes are 
shown. 

Have you anything further to add to your statement, Doctor? 

Mr. Irvine. None to mine, sir. 

Mr. Knostaucnu. I would like to emphasize the tremendous amount 
of bookkeeping detail which is involved under each of these acts. 
Mr. Anernetuy. Would this help eliminate the bookkeeping ? 
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Mr. Kwnosiaucn. It would to a great degree help eliminate the 
keeping of separate accounts by the separate funds; yes. Instead 
of as is reported to the Congress in these annual reports of the work 
of the experiment stations, where we have approximately 12 es 
of tables, separate items of expenditures under each of these ia. 
we would have 2 tables, 1 for the major part of the fund and 1 for the 
regional research fund. 

Mr. Harrison. There is no disposition on the part of any of the 
directors to changing any of the act. It is merely to change the 
administration ? 

Mr. Knosiavucu. That is correct; machinery of keeping the book- 
keeping detail. 

Mr. Jounson. I understand there is a lot for the States to figure 
up. That is what I have been told. 

Mr. Knostavucu. We have had tremendous pressures from the vari- 
ous comptrollers and business officers in the States—why must we 
keep all these separate accounts. With the IBM systems they like to 
operate as efficiently as they can, and they have to have a separate 
code number for each one, and when it comes to keeping records and 
tabulating it is very disturbing to them. 

Mr. Varney. From the State standpoint, each of these funds, and 
there are now six separate accounts which have to be kept—— 

Mr. Apernetuy. Five, aren’t there? 

Mr. Varney. Six, because Bankhead-Jones is split. 

They have to be maintained in a separate fund. When we make 
up our program we have to allocate each individual research man’s 
time for the coming year on the basis of what we estimate the pro- 
portion will be that is spent on a given project. 

Suppose he is working on three research projects? One happens to 
be a Purnell project, one Adams, and another Bankhead-Jones project. 

His salary has to be split 3 ways on the basis of the estimated pro- 
portion of his time that will be spent on those 3 different projects. 

He then has to get three different checks each month. on can. see 
how that multiplies the work in the business office. 

Mr. Dixon. When you swear to the auditor that you are giving him 
a true and correct accounting of these none you have a man on 
3 different payrolls, can you Canatty swear that these 3 different pay- 
rolls are correct and that this man has worked exactly the right amount 
of time for the exact amount of money appropriated by each fund. 

Mr. Varney. Obviously the only way you can be absolutely certain 
would be to keep a stop watch on each man, and that is impossible. 
The answer is “no.” You have to estimate it to the best of your ability. 

Mr. Drxon. You just can’t be accurate there, Mr. Chairman. 

Mr. Jenntnos. Does this go far enough? 

Mr. Varney. I believe it does, because if this act is passed in its 
present form it would mean you would have one fund; you would pay 
ve man for his research time, and instead of having 6 you would 

ave 2. 

I have six points I would like to get into the record which this act 
would do very briefly if I might at this point. 

Mr. AserNnetuy. Surely. 

Mr. Varney. It will answer your question in more detail. 

It seems to us, the experiment-station directors, that the proposed 
act would do these things: 
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1. It would reduce the number of different operating funds and 
thereby the number of sets of accounting from 6 to 2. 

Mr. JENNINGS. What two would you have then? 

Mr. Varney. The one general one and then one for marketing, 
regional marketing. 

Mr. Jenninos. All right. 

Mr. Varney. Two, it would preserve all requirements on existing 
fund equivalents. 

Three, it would retain existing pattern of distribution among the 
several States. 

Four, it would remove the restrictions now imposed by the Adams 
fund which is the only one which prohibits the use of that money 
for printing and dibtribution of results of research. 

At the present time, if you carry out a project under Adams funds, 
and you reach the point where you have some conclusions and some 
results to publish, you cannot publish them under Adams funds. 
You have to use some other funds to publish the results of your Adams 
work. 

I don’t know why the original bill was passed in that form but it 
was. 

Five, it would place all Federal grant funds for the State experiment 
stations under uniform rules and requirements of administration and 
authorization as to use. 

Six, no new provision not now contained in the Federal grant au- 
thorizations is introduced by this legislation. 

Seven, the open-end feature of the Research and Marketing Act of 
1946 is preserved by this act. 

Mr. ABERNETHY. What do you mean by that ? 

Mr. Varney. Your last act, Research and Marketing Act, had 
what is commonly called an open-end authorization which allows such 
sums to be appropriated as Congress may determine from time to time. 

This would preserve that. In other words, it does not change the 
existing open-end authorization. 

Mr. Jounson. When you say open-end authorization act, you mean 
if Congress had some particular thing that they wanted to take up 
they still could go ahead and authorize it through particular appro- 
priations? 

Mr. Varney. That is right. They could increase the appropriation 
without specific authorization. 

Mr. Apernernuy. There is no limit on the authorizing authority of 
the act? 

Mr. Varney. That is right. : 

Mr. Drxon. Would you state whether the following are any further 
advantages as I enumerate them ? 

Mr. Varney. I would be glad to. 

Mr. Dixon. By reducing this accounting to two accounts you would 
save a great deal of administrative costs in accounting and also con- 
fusion which come up administratively. Is that correct? 

Mr. Varney. Yes. 

Mr. Dixon. You would save money ? 

Mr. Varney. That is right. 

Mr. Drxon. Then again you would simplify your budgeting. You 
would make accurate Boddotine possible ? 
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Mr. Varney. You would save much time in budgeting. You would 
budget for 1 program instead of splitting it among these 6. 

Mr. Drxon. Have you ever been able to get your board of trustees 
to. understand your budgets ¢ 

Mr. Varney. I doubt it. 

Mr. Drxon. In other words, this would make it possible for. the 
director to. show his board of trustees what the situation is, whereas 
now they cannot? 

Again, this flexibility would permit you to meet an emergency, such 
as I mentioned earlier ? 

Mr: Varney. In much better shape than we are now able to do. 

Mr. Drxon. Whereas now you might not have enough money in any 
one fund and you have to tell the farmers you cannot do anything 
for them ? 

Mr. Varney. That is right. 

Mr. Jennings. Doctor, in other words, you are for a flexible pro- 

ram. 
. Mr. Drxon. I don’t know whether I dare say that. 

Mr. Varney. One other point I would like to mention before I 
close, and I think it should be mentioned: In this proposed law the 
20-percent marketing requirement on increases above the equivalent 
of fiscal 1955 appropriations would be removed. 

Mr. Asernetuy. Explain that. 

Mr. Varney. Your Research and Marketing Act of 1946 required 
that at least 20 percent of the money, exclusive of the regional fund, 
must be used for marketing research, 

This law does not include that provision as far as any increased 
appropriations are concerned. 

However, existing requirements, requirements on existing level of 
appropriations, would remain as they are at present. 

Mr. Apernetuy. Up to 20,percent on existing level of appropria- 
tions ¢ 

Mr. Varney. No; only on the part of the existing appropriations 
which were appropriated under the 1946 act. 

Mr. Apernetuy. If there were any increase they wouldn’t have to 
use it for that. 

Mr. Varney. Not necessarily. 

Mr. Jonnson. That is one thing Mr. Abernethy and a lot of us 
think should be done. 

Mr. Asernetuy. I wish you had not mentioned that. 

We are spending a lot of money on how to produce, and we are not 
spending much on how to market. 

I think the greatest trouble we have right now is marketing. I don’t 
know that that is material because we don’t. know how much the in- 
creased appropriation would be. 

Off the record. 

(Discussion held off the record.) 

Mr. Varney. May I give four reasons why we think that this elim- 
ination of this clause would be desirable at this time? 

Mr. Aperneruy. Yes. 

Mr. Varney. In the first place, there has been a yery substantial 
expansion in marketing research in the States, in the various States, 
since the 1946 law was passed, not only on the basis of the 20 percent 
of this appropriation but on the basis of State-appropriated funds. 
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In many States they are using more money for marketing from State 
funds than they are Federal funds. 

Secondly, much of the further increase 

Mr. AperNetHy. Why are they doing that? Because that is their 
problem,: is it not? 

Mr. Varney. Yes. 

Mr. Asnernetuy. Why should you cut down on it? 

Mr. Varney. You should not cut down. What I am saying is that 
I think 20 percent mandatory requirement for each individual State 
might well be eliminated because in some States it is much more im- 
portant than it is in others. 

Some States undoubtedly should spend 30 or 40 percent for mar- 
keting but some others might not have the same opportunity to do 
marketing research, 

Mr. Aserneruy. But you have that 20 percent up to the present 
appropriation, the level of the present appropriation. 

Mr, Varney. That is right. 

Mr. Anernetuy. After that you do not retain it. 

One reason is that the States are appropriating more money for 
that purpose. 

Mr. Varney. And much of the further increase in this field we 
believe can best. be done by the United States Department of Agri- 
culture, either directly or by contract with the States. 

Many of these marketing problems are such that they are not con- 
fined to an individual State. They should be studied on the basis of a 
regional or market area, and. we feel that many of your marketing 
problems and much of your marketing research can better be done 
either by the. United States Department of Agriculture or by them 
on the basis of contracting with States. 

Third, we feel that further continuation of the requirement against 
future increases would lead to an imbalance of research in the States, 
and particularly in some States, where because of geographical loca- 
tion or the nature of their farming they, are not in very good position 
to conduct efficient marketing research. 

Four, we have title 2 under your Research and Marketing Act 
which provides for research in marketing on the basis of individual 
projects approved by the Department. 

With those four points in mind we felt that as far as any future 
appropriations were concerned it would be better not to have the 
20-percent mandatory requirement but to leave more option with the 
individual States and State directors. 

Mr. JouNnson. Would there be a tendency for some States to set up 
a project just to get the money? Is that what you were afraid of? 

r. VaRNEY. Yes. I don’t want to make any examples but I think 
that has been done in some instances already. 

Mr. Dixon. Has the tendency among the experiment stations been 
to place more emphasis upon marketing or less emphasis? 

r. Varney. Much more emphasis has been placed on marketing 
in the last 10 years. 

Mr. Drxon. That is likely to be a future trend? 

Mr..Varney. I don’t see how it can be otherwise. 

Mr. Dixon. I am very much of the same opinion as the chairman, 
that the field of habarch needs more emphasis. Too much emphasis 
has been placed on production and too little on marketing. 
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Mr. Irvinc. May I add something with regard to the Department’s 
attitude? We do not feel we should minimize the marketing or dis- 
posal of agricultural products at the expense of more research and 
production. . 

At the present time—these are rough figures—we are 60-40; that is, 
60 percent of our Federal funds are on production research, around 
40 on what you might call nonproduction research, which includes 
2 things—utilization and marketing research, both of which are 
designed to find new ways and new outlets and to expand old outlets 
for disposing of agricultural commodities. 

Our long-range plans are to distribute those funds more se I 
50-50 so that our desires and our feeling is that we need more research 
on the distribution, greater distribution of agricultural products. 

Mr. Knosiaucu. Supplementing Mr. Dixon’s remarks, the States 
have during these past several years increased from their funds the 
amount going into marketing. 

Some folks thought that with this 20-percent increase under Fed- 
eral grant funds there would be tendency to decrease State support. 

I would like to put this in the record—the Federal funds now sup- 
port marketing in the amount of $1,382,000. State funds going into 
marketing research are $1,981,000. That shows there has been no 
decrease ; in fact, there has been a marked increase on the part of the 
States to support marketing research. 

I would like to emphasize the point of Dean Varney—several States, 
with this proposal, makes it necessary for them to submit proposals 
which, strictly speaking, may not be what we would like to conten as 
100 percent marketing just to meet that requirement. 

In the larger States, where they have the facilities for doing mar- 
keting research, we run up as high as 25, 30, 35, and some as high as 46 
percent of their increases under these Federal grant funds going into 
marketing research. We feel we have a well-balanced program in 
marketing research at the present time. 

Mr. Jounson. Under the law as it is now, if a State comes up with 
a proposition on marketing which you think is not a good sincere 
project, you have the right to turn it down. Is that right? 

Mr. Kwnosiavucn. We have had to on several occasions with States 
where we felt the proposal was not in the area of nes ape: 

Mr. Anernetuy. Are there further questions, gentlemen ? 

Mr. Drxon. I wish to express iny individual appreciation to these 
gentlemen for their excellent presentation and testimony on a bill 
which has no opposition. 

I have letters here from 35 presidents of agricultural colleges sup- 
porting it. I have yet to receive one line in opposition to this bill, 

I think it went through the Senate without a word of opposition. 

Mr. Aspernetuy. Off the record. 

( Discussion held off the record.) 

Mr. Drxon. I do want to commend these gentlemen on their fine 
testimony and their work over the years to bring about this great bene- 
fit to their experiment stations in the States. 

Mr. Asernetuy. I wish to concur in what you have said. 

The only thing left open for this record is the explanation of this 
language. If somebody turned to a certain page and asked what that 
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language meant I couldn’t tell them to save my life. All I could do 
would S to say “That is what they told me about this thing.” 

yoing back to the question I asked a few moments ago, I asked what 
language in section 1 was new language. I don’t know whether any- 
body here knows, and that is no reflection on anyone to say they do not. 

I realize this is a very technical matter, it is a technical bill, and it 
was probably gotten up by the Solicitor’s Office and people who are 
expert drafters. 

r. VarneEY. I think in essence they struck out the language follow- 
ing the purpose and substituted this other. 
r, ABERNETHY. You think all of this is new language, then? 

Mr. Varney. But incorporating the authorizations. 

Mr. Asernetuy. Incorporating the objectives? 

Mr. Varney. That is right. 

Mr. Apernetuy. But it is all new language? 

Mr. Varney. I could not answer it “yes” or “no” because I am not a 
lawyer. 

Mr. Anerneruy. But it doesn’t help me. 

I am just assuming that what this bill actually does is to wipe out 
all of the other acts and this language is new language to bring them 
back into existence in a consolidated form. 

I doubt there are a dozen lines in this language which compares word 
for word with the other language. 

Mr. Varney. That is right. ‘Tam sure the Department can get from 
the Solicitor’s Office a lineup showing exactly what is old language 
and what is new language. 

I am sure the Department could provide that. 

Mr, Aperneruy. I think you will agree we certainly have to be 
very careful so as to be assured that we have not changed the distri- 
bution formula to the States. I would hate to see something pass and 
then somebody ask “What in the world did you change this for?” 

Mr. Dixon. This same step was taken with regard to the extension 
services, was it not ? ; 

Mr. Varney. Yes. 

Mr. Drxon. It has worked out so beautifully that everyone is pleased 
with it. That is one thing in its favor. 

If this language is confusing in this bill, then you ought to go after 
the original language. : 

Mr. ABERNETHY. eI understood the administrative responsibility and 
the bookkeeping was difficult. That is what I understood. My under- 
standing is that this is just to simplify bookkeeping. 

Mr. Varney. I think that is right, Mr. Chairman. 

I might say that I personally am very much concerned with the 
same question you are, that the proposed law should not change the 
allocation or the matching requirements, because I am director of an 
experiment station in a relatively small State which would be injured 
if such a thing did happen, so I have been very careful in working 
for the last 3 years to see that didn’t creep in. 

Mr. Asernetuy. That gives me courage because I cannot imagine 
any fo you fellows back in the experiment stations giving up anything 
and I don’t want you to do so. 

Mr. Varney. Not if we can help it. 

_ Mr. Aperneruy. We generally get mail in the other direction; to 
increase. 
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Mr. Knosiaucu. We were concerned about which features of these 
acts were repealed and which were retained. We have prepared a 
summary of those sections which have been repealed. 

It is a two-page paper. 

Mr. AsernetHuy. Do you have it duplicated ? 

Mr. Knosiaucnu. I do not, but it can be done. 

Mr. Asernetuy. It would be a good idea to insert that in the 
record at this point, and send ‘us a copy of it in the next day or two. 

Mr. KnostaucH. We would be glad to. 

Mr. Asernetuy. Anything further? 

Mr. Anpresen. I would lke you to refer to page 11. It reads as 
follows: 

The following listed sections or parts of sections of the Statutes at Large 
heretofore covering the provisions consolidated in this act are hereby repealed: 
Provided, however, That any rights or liabilities existing under such repealed 
sections or parts of sections shall not be affected by their repeal. 

I don’t know as that is a very good way to legislate. I think you 
should write into a law what you are saving out of those sections 
rather than to infer you are saving something out of old existing 
laws. Otherwise reenact the sections you want to retain in existence 
and put it in the bill rather than to make a reference of that kind to it. 

Mr. Tuackery. Mr. Chairman, my impression is that the Senate, in 
passing the bill, did make that — 

Mr. AsernetHy. The Senate added this language? 

Mr. Tuackery. No,sir. The Senate modified that language, making 
it an outright repeal. 

Mr. Drxon. It is in my bill just as he read it. 

Mr. AnpresenN. You have no way of interpreting just what that 
means. Any rights or liabilities existing under ah repeal sections 
or parts of sections shall not be affected by their repeal. 

Mr. Drxon. It is to make doubly sure we do not disturb existing 
conditions. 

Mr. Asernetuy. I think you raised a good point there, Mr. Andre- 
sen. It would be well to have the Solicitor to check that. 

They are saying that they have consolidated all these things. Since 
they have they want to repeal the old act. But in repealing the old 
act you want it understood you are not doing away with the program 
because you have brought it forward in the consolidated act. 

That certainly would not be the way to put it in there but that is 
what they say. 

Mr. Knosiavucnu. Off the record. 

( Discussion held off the record.) 

Mr. Anernetuy. Anything further, gentlemen ? 

Mr. Drxon. Representative McIntire asked that a statement be in- 
serted in the record at this point. 

Mr. Asernetruy. Without objection that may be done. 

(The statement referred to is as follows:) 


UNIVERSITY OF MAINE, 
OFFICE OF THE PRESIDENT, 
Orono, Maine, July 5, 1955. 


Hon. Ciirrorp G. McINTIRE, 
House of Representatives, Washington, D, C. 
Dear CrirF: This is to tell you of the interest of the University of Maine in 
the enactment of H. R. 5562, “A bill to consolidate the Hatch Act of 1887 and all 
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other supplementary laws providing Federal grants to the State experiment 
stations.” This bill has been introduced by the Honorable Henry A. Dixon, of, 
Utah. 

This legislation, if passed, will simplify the accounting and budgeting of Fed- 
eral funds for the agricultural experiment station. At present, separate ac-, 
counts and budgets must be kept for the funds provided by each of the following: 
Hatch Act of 1887, Adams Act of 1906, Purnell Act of 1926, Bankhead-Jones Act 
of 1935, and Bankhead-Jones Act, amended, of 1946. H. R. 5562 will combine all 
5 grants into 1 combined fund. This not only will reduce administrative costs 
but will give greater flexibility in the efficient use of Federal grant funds to meet 
new problems and needs that develop in agriculture. 

The bill has been endorsed by the experiment station directors and the Asso- 
ciation of Land-Grant Colleges and Universities. We hope that the bill may have 
your support. 

Sincerely yours, 


Agtuour A. Hauck, President, 


Mr. Anernetuy. At this point we will insert in the record, withou€ 
objection, statements from the American Farm Bureau Federation, 
the National Grange, President Hauck, of the University of Maine, 
and from the National Cotton Council, which advised me they wish 
to file a statement for the record. 

(The statements referred to above are as follows:) 


AMERICAN FARM BUREAU FEDERATION, 


Washington, D. C., Jnly 7, 1955. 
Re H. R. 5562, H. R. 6851. 


Hon. Haroip B. Coo.ey, 
Chairman, Committee on Agriculture, 
House Office Building, Washington, D. C. 

Dear CONGRESSMAN CooLtEy: The American Farm Bureau Federation recom- 
mends that your committee favorably report the subject matter of these bills 
for passage by the Congress. 

The objective of consolidating into 1 law the 12 laws or sections of laws which 
provide the authorization for Federal funds for the support of the agricultural 
experiment stations in the States, Alaska, Hawaii, and Puerto Rico, is desirable 
for several reasons: 

1. For the many citizens who are interested in research work carried on by 
the experiment stations, the consolidation of authority place all of the law in a 
single statute. 

2. Slight differences in wording of the several laws will be eliminated, result- 
ing in a more uniform understanding. 

3. Administration of funds should be simplified for both Federal and State 
agencies. 

4. Stabilization of allotments of funds against shifting due to changes in rural 
and farm population. 

5. The consolidation of these laws parallels the action taken by the Congress 
in 1953 in consolidating numerous laws authorizing funds for the cooperative 
extension work. 

We respectfully request these views be made known to your committee and be 
made a part of the hearing record. 

Very truly yours, 


Hueu F. Hatt, Legislative Assistant. 


THE NATIONAL GRANGE, 


Washington 6, D. C., July 8, 1955. 
Hon. Haroip D. Coo.ey, 


Chairman, Committee on Agriculture, 
House Office Building, Washington, D. C. 

Dear CONGRESSMAN CooLtey: The National Grange supports the purposes of 
H. R. 5562 and H. R. 6851, and transmits this statement with the hope that 
it may be made a matter of record. 

These bills would consolidate and simplify, beneficially, the existing author- 
izations and accounting of Federal-grant funds now being appropriated annually 
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for agricultural research at State agricultural experiment stations. More 
specifically, the bills would consolidate 5 Federal-grant authorizations into 1. 
These are: 

1. The Hatch Act of 1887, authorizing $15,000 annually to each State agricul- 
tural experiment station ; 

2. The Adams Act of 1906, similarly authorizing $15,000 annually to each such 
station ; 

8. The Purnell Act of 1926, authorizing $60,000 annually to each such station; 

4. The Bankhead-Jones Act of 1935, authorizing a total of $2,600,000 annually 
for distribution to the States, on the basis of relative farm population, for agri- 
cultural research at such stations; and 

5. The 1946 amendment to the Bankhead-Jones Act, authorizing an additional 
$16,800,000 annually. 

The proposed consolidation would preserve the total amount of funds now 
being provided under the five authorizations specified, and would not reduce the 
amount available to any one station. Further, we are pleased to note that the 
open-end feature of the amendment to the Bankhead-Jones Act is preserved in 
the consolidating bills. 

We are also pleased to endorse the proposed lifting of certain restrictions 
which currently apply to the use of some of these Federal-grant funds. In this 
connection, we are particularly pleased to see that the prohibition against use 
of Adams Act funds for the printing and distribution of research results would 
be abolished. Much agricultural research has little value unless and until it is 
made conveniently available to farmers for practical application. Im fact, one of 
the most persistent criticisms of agricultural research work generally has been 
that results, once obtained, are buried in files and libraries rather than made 
available in usable form to farmers and stockmen. 

Perhaps the most important benefit that would follow enactment of the pro- 
posed legislation would be economy. Under the existing autherizations and 
procedures, each State agricultural experiment station must maintain a sep- 
arate accounting system for the funds available under each authorizing act. 
The proposed consolidation would permit stations to maintain a single set of 
records for all Federal-grant funds available for agricultural research and 
thereby bring about an appreciable reduction in bookkeeping costs. 

In summary, our view is that the proposed legislation improves, simplifies, and 
reduces the cost of managing and using Federal-grant funds for agricultural 
research, and should, accordingly, be acted on favorably. 

Respectfully yours, 
HerscHe, D, Newsom, Master. 


UNIVERSITY OF MAINE, 
OF¥ICE, OF THE PRESIDENT, 
Orono, Maine, July 5, 1955. 
Hon, Harorp D, Coo.er, 
Chairman, House Committee on Agriculture, 
House of Representatives, Washington, D. C. 


Dear Mr. Cootey: This is to tell you of the interest of the University of 
Maine in the enactment of H. R. 5562, a bill to consolidate the Hatch Act of 
1887 and all other supplementary laws providing Federal grants to the State 
experiment stations. This bill has been introduced by the Honorable Henry A. 
Dixon, of Utah. 

This legislation, if passed, will simplify the accounting and budgeting of 
Federal funds for the agricultural experiment station. At present, separate 
accounts and budgets must be kept for the funds provided by each of the follow- 
ing: Hatch Act of 1887; Adams Act of 1906; Purnell Act of 1926; Bankhead- 
Jones Act of 1935; and Bankhead-Jones Act amended of 1946. H. R. 5562 will 
combine all 5 grants into 1 combined fund. This not only will reduce admin- 
istrative costs but will give greater flexibility in the efficient use of Federal 
grant funds to meet new problems and needs that develop in agriculture, 

The bill has been endorsed by the experiment station directors and the 
Association of Land-Grant Colleges and Universities. We hope that the bill 
may have your support. 

Sincerely yours, 
ArtHur A. Have, President. 





MISCELLANEOUS HEARINGS 63 


National Corron Councr. or AMERICA, 
Washington, D. C., July 8, 1955. 
Hon. THomAs G. ABERNETHY, 
Chairman, Subcommittee on Research and Extension, 
House Committee on Agriculture, 
House of Representatives, Washington, D. C. 


Deak Mr. ABERNETHY: The National Cotton Council of America strongly 
favors the provisions of H. R. 5562, which is before your committee at the present 
time. 

The main purpose of H. R. 5562 is to consolidate the various authorizations 
under which appropriations are made for the conduct of agricultural research 
in the State agricultural experiment stations. This would materially reduce 
the amount of paperwork, and administrative details required of the USDA 
and the State experiment stations in keeping records and making reports to the 
executive branch of the Government and to the Congress. The same informa- 
tion that is now furnished in a number of reports will be available to the execu- 
tive branch and the Congress in one consolidated report which should make it 
of more value to the Congress and conserve the time of the interested congres- 
sional committee as well as the time of research workers in the various branches 
of the Agricultural Research Service. The Cotton Council believes that the 
elimination of unnecessary paperwork is a laudable objective for every segment 
of the Government and it is certainly vitally necessary in the agricultural 
research program in view of the crying need for an expanded program. 

The bili would not change the character, type, or scope of any research pro- 
gram now authorized under the various authorization acts dating from the Hatch 
Act of 1887. It seems highly possible that we should get slightly more research 
for each dollar spent by virtue of the fact that some of the time now spent on 
paperwork by research scientists will be saved for work on the primary task 
that these workers are trained for. 

It is our understanding that H. R. 5562 is identical to S. 1759, which has 
already passed the Senate. We earnestly hope, therefore, that every possible 
eonsideration will be given to H. R. 5562 and that final action on this matter may 
be completed prior to adjournment of this session of Congress. 

Sincerely, 
J. Banks Youne, Washington Representative. 


Mr. Asernetuy. Do you have some statements, Mr. Dixon? 

Mr. Dixon. From 35 college presidents. I should like permission 
to summarize them and make a chort statement. 

Mr. Anernetuy. Without objection, that may be done. 


STATEMENT OF HON. H. A. DIXON, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF UTAH 


Mr. Drxon. The bill which I have introduced, H. R. 5562, has the 
full endorsement of the Appropriations Committees of both the House 
and the Senate, the Association of Land-Grant Colleges and the De- 

artment of Agriculture. I have in my files letters of endorsements 
rom the following presidents of land-grant colleges: 


Edward D. Eddy, Jr., University of New Hampshire 
Lloyd Morey, University of Illinois 

J. W. Branson, New Mexico A. & M. 

Ralph B. Draughton, Alabama Polytechnic Institute 
Richard A. Harville, University of Arizona 

Carey H. Bostian, North Carolina State 

Carl R. Woodward, University of Rhode Island 

E. B. Fred, University of Wisconsin 

A. L. Strand, Oregon State 

J. L. Morrill, University of Minnesota 

C. Clement French, Washington State 

James H. Hilton, lowa State 

Oliver S. Willham, Oklahoma State 
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Daryl.Chase, Utah State Agricultural College 
Deane W. Malott,; Cornell University 

C. EB. Brehm, University of Tennessee 

G. D. Humphrey, University of Wyoming 

Wilson H. Elkins, University of Maryland 

John A. Hannah, Michigan State 

Harmon Caldwell, University of Georgia 

Milton BE. Hisenhower Pennsylvania State 

G. C. Holm, North Dakota State (Dean) 

M. T. Harrington, Texas A. & M. 

Clifford M. Hardin, University of Nebraska 

R. F. Poole, Clemson Agricultural College (South Carolina) 
Irving Stewart, West Virginia University 

Walter S. Newman, Virginia Polytechnic Institute 
J. Wayne Reitz, University of Florida 

Elmer Ellis, University of Missouri 

W. EB. Morgan, Colorado A. & M. 

Arthur A. Hauck, University of Maine 

TI do not have in my file, neither have I heard, one statement in oppo- 
sition to the bill. 

H. R. 5562 is a bill to consolidate the Hatch Act of 1887 and other 
supplementary laws providing for grants to the States, Hawaii, and 
Puerto Rico for the support to agricultural experiment stations. _ 

Such consolidation would (1) simplify budgeting and accounting 
requirements for the Department of Agriculture and for the States, 
Territories, and Puerto Rico, since separate budgets and accounts are 
now required under each of the acts providing for grants. 

This bill would also (2) prevent any part of the State allotments 
from shifting with shifts in relative rural and farm populations; (3) 
repeal the requirements that 20 percent of the funds appropriated 
pursuant to section 9 of the Bankhead-Jones Act be devoted to market- 
ing research; and (4) omit a provision which in providing for pay- 
ment to the Georgia Experiment Station of funds which had been 
withheld by the Secretary in 1918, permanently exempted that station 
from the Secretary’s authority to withhold funds from stations not 
complying with the act. 

Consolidation as outlined in this bill has been recommended by the 
Appropriations Committees of the House and Senate. The bill has 
been approved unanimously by a committee representing the Asso- 
ciation of Land-Grant Colleges and Universities. It has received a 
favorable report from the Department of Agriculture and the Bureau 
of the Budget. It has been endorsed by 30 different college presidents 
from all over the United States in letters to me. 

This bill, which takes the form of an amendment to the Hatch Act, 
consolidates 12 acts or sections thereof. The first of these acts was 
passed in 1887, the Hatch Act, which provided for the establishment of 
an agricultural experiment station at each land-grant college and the 
contribution of Federal funds annually to the States to partiall 
support research programs carried on by these stations. The Hate 
Act provided grants for experiment stations to the amount of $15,000 
for each State. ; 

The Adams Act of 1906 provided grants for experiment stations 
of $15,000 for each State. The Purnell Act of 1925 provided grants 
for experiment of $60,000 for each State. Title I, sections 5 and 9 
of the Bankhead-Jones Act of 1935 were passed granting increases in 
Federal funds for experiment stations and prescribing the basis of 
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apportionment, and the types of research which should be undertaken. 
In addition to these grants, under the Agricultural Marketing Act 
of 1946, agricultural experiment stations were made eligible for funds 
for marketing research. Altogether these acts authorize an appro- 
priation of approximately $27 million each year for work in these 
experiment stations. I would like to point out, however, that while 
the various acts do in fact authorize appropriations of $27 million 
(plus some additional amounts as the Congress may from time to time 
deem necessary) up to 1954 the Congress has only appropriated $13.5 
million. I might also point out that in 1954 the States did provide 
$5.08 for every dollar provided by the Federal Government. 

Although the language of the various existing acts does vary some- 
what, their objectives are broad, particularly in the case of the Bank- 
head-Jones and Purnell Acts, which provide the major part of the 
money ; and it would appear that any research which might be under- 
taken under the proposed language could be undertaken under one 
or more of the existing acts. Moneys appropriated under the Hatch 
Act may be used for original researches and investigation of experi- 
ments on enumerated problems concerned with production and other 
researches bearing “directly” on the agricultural industry of the 
United States. Adams Act funds are limited to “original” researches 
bearing “directly” on the agricultural industry of the United States. 
The Purnell Act provides for— 


experiments bearing directly on the production, manufacture, preparation, use, 
distribution, and marketing of agricultural products— 


including researches directed toward the establishment and mainte- 


nance of the efficient agricultural industry— 


and such economic and sociological investigations as have for their purpose the 
development and improvement— 


of rural life. The Bankhead-Jones Act provides for— 


research into the laws and principles underlying the basic problems of agricul- 
ture in its broadest aspects. 


Despite the broad language of the existing acts, their differences 
complicate budgeting and accounting procedures. Miscellaneous 
Publication No. 515, issued by the Department of Agriculture, Fed- 
eral Legislation, Ruling and Regulations Affecting the State Agri- 
cultural Experiment Stations, states, on page 4: 


The Federal-grant funds are available only for investigations within the pur- 
poses outlined in the respective acts. * * * To assure compliance, it is necessary 
that expenditures of funds under a respective act be accounted for as separate 
units of expenditures accomplished by administration of the research and ex- 
penditures on the basis of separate programs of specific research projects, repre- 
senting definite pieces of investigation within the authorization of the respec- 
tive acts. 

Since the separate identity of the several Federal-grant funds, Hatch, Adams, 
Purnell, Bankhead-Jones, section 5, and Bankhead-Jones, section 9 (b) (1) and 
(2), and allotments from the Agricultural Marketing Act, section 204 (b), must 
be maintained in reporting expenditures and results, not more than one of these 
direct grant funds should be used to support a supplement and allotment of 
Bankhead-Jones, section 9 (b) (3), funds. 


It is the purpose of this bill to correct this difficulty. 
From the time of its inception, some 68 years ago, this program 
has expanded until today there are some 500 research centers func- 
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tioning as pat of the State experiment station system. In the fiscal 
year 1954 this program involved the employment of 8,000 persons and 
a total expenditure of about $80 million. The Federal Government 
contributed $13.5 million of this total, or approximately $1 for every 
$5.08 supplied by the States. 

In my former capacity as president of the Utah State Agricultural 
College I became familiar with many of the problems confronting 
the State agricultural experiment stations. One of the great prob- 
lems under which these stations are forced to operate is the cumber- 
some accounting system due to the diversity of laws and requirements 
imposed by them. According to the present directives, the stations 
must account separately for the money received under each law—the 
Hatch Act, the Adams Act, the Purnell Act, the Bankhead-Jones Act, 
and the amendments of 1946. H. R. 5562 proposes to consolidate the 
provisions of all of these acts into one law. I have introduced this 
measure, at the request of the Department of Agriculture and the 
agricultural experiment station directors with whom I have worked 
at Utah’s land-grant college. The agricultural experiment stations 
have been trying to bring about this fevislation for the past 4 years. 

I ask for your favorable consideration of this bill for the follow- 
ing reasons: 

First of all, H. R. 5562 does not change the intent of Congress which 
is to encourage research at State agricultural experiment stations as 
set forth in the original Hatch Act and succeeding laws. The prin- 
ciples which have been tried and tested and have proven to be sound 
over the years is maintained in this bill. It merely combines the 
basic provisions of these acts into one single law. 

The most obvious and the greatest advantage of this bill will be to 
simplify the accounting and administrative processes involved, at 
the Federal as well as at the State levels. This in turn would cut 
administrative costs and improve the service rendered by the experi- 
ment stations. The language contained in the appropriation acts 
would also be simplified. Each of the laws were enacted, one at a time. 
I believe now, however, that the work of the experiment stations has 
progressed to a point when one basis overall authorizing act will best 
serve the needs of this program. 

H. R. 5562 provides the apportionment of funds according to the 
same pattern of distribution as that prevailing in the fiscal year 1955. 
In the past that portion of funds which were allocated on the basis 
of population had to be adjusted with every change in census data. 
This shifting of funds has been a problem to those directing the work 
of the experiment stations. Whenever the appropriation is larger 
than that provided in 1955, however, this provision will not apply 
with respect to the amount in excess of the 1955 appropriation. 

The distribution of this increase will be based on the “census current 
at the time each additional sum is first appropriated.” This method 
of distribution will avoid, to some extent, the adjustment of apportion- 
ment with every change in the census and yet keep allocations reason- 
ably in line with shifts in farm and rural population. It will have the 
effect of stabilizing the agricultural experiment program. 

This bill will continue to foster Federal-State cooperation which has 
proved so successful through the years. The role of the Federal 
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Government in the work of the experiment stations is that of a help- 
ful partner. While the experiment stations initiate the various proj- 
ects of research, the Secretary of Agriculture offers advice, assistance, 
and grants approval for those activities supported by Federal funds. 

Consolidation and codifying the various acts authorizing appropri- 
ations for agricultural experiment stations is long overdue. Durin 
the 83d Congress legislation was enacted to combine funds provide 
for the Extension Service in just the same way that this bill pro- 

ses to consolidate the funds granted to the experiment stations. 

he results of such consolidation have proven very effective in stream- 
lining the operations of the Extension Service. 

I sincerely believe that the enactment of this measure will greatly 
improve the service rendered by the agricultural experiment stations. 
I, therefore, strongly recommend its passage. 

Mr. ApEerNETHY. We will adjourn at this point. 

(The committee adjourned at 11: 45 a. m.) 
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SOIL CONSERVATION AND DOMESTIC ALLOTMENT 
ACT, AMENDMENT 


TUESDAY, JULY 12, 1955 


House or REPRESENTATIVES, 
CoMMITTEE ON AGRICULTURE, 
Washington, D.C. 


The committee met at 10 a. m. in room 1310, House Office Building, 
Hon. Harold D. Cooley (chairman of the committee) presiding. 

The Cuarrman. The next bill for consideration is S. 1167. 

(The bill referred to follows:) 


[S. 1167, 84th Cong., 1st sess.] 
A BILL To amend the Soil Conservation and Domestic Allotment Act 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That subsection (e) of section 8 of the Soil 
Conservation and Domestic Allotment Act, as amended (16 U 8. C. 590h (e)), is 
amended by adding at the end thereof the following new sentence: “Persons who 
carry out conservation practices on federally owned noncropland which directly 
conserve or benefit nearby or adjoining privately owned lands of such persons 
and who maintain and use such Federal land under agreement with the Federal 
agency having jurisdiction thereof and who comply with the terms and conditions 
of the agricultural conservation program formulated pursuant to sections 7 to 
17 of this Act, as amended, shall be entifled to apply for and receive payments 
under such program to the same extent as other producers.” 


STATEMENT OF ROLAND CRUMPLER, CONSERVATION PROGRAM 
DIVISION, UNITED STATES DEPARTMENT OF AGRICULTURE 


Mr. Crumpter. This bill, Mr. Chairman and members of the com- 
mittee, proposes to extend the authority for the agricultural conserva- 
tion program payments to federally owned noncropland. At the mo- 
ment farmers or private farmers adjacent to federally owned non- 
py wo where the best location for a conservation facility is adjacent 
to federally owned cropland are prohibited from installing that prac- 
tice. 

This proposal would extend the program—— 

The Cuarrman. You are talking about S. 1167, are you not? 

Mr. Crumpter. Yes. 

For some time we have been able to extend A. C. P. help to private 
farmers who wish to install conservation practices on federally owned 
cropland. That change was made in contemplation of the many farm- 
land sites which were taken over by defense plants facilities. 

At that time the authority was not extended to federally owned non- 
cropland. 
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We have in many places situations where farmers need to install 
ractices for the benefit of their own private farms on sites that are on 
ederally owned noncropland. This bill would extend the authority to 

approve payments to them. 

This does not propose to treat the conservation problems on federally 
owned noncropland nor does it propose any different allocation of the 
funds among the States. 

It is not contemplated that:it will involve any substantial difference 
in use of the money. It will permit more effective conservation by 
better site location largely for conservation measures. 

The CuHarrman. In work undertaken on Government-owned land, 
who determines whether or not the contemplated improvement is 
actually needed or whether it amounts to an improvement ? 

Mr. Crumpter. The local county committee determines that and 
makes all the approvals for cost sharing under our program. 

The Cuarrman, This is just an authority to make the improvements 
on Government-owned land. 

Mr. Crumpter. For the benefit of the private lands only. It doesn’t 
propose to treat with the conservation problems of the public lands 
at all. 

The Cuarrman. It would not interfere with the Conservation De- 
partment program on Government-owned land. Is that correct? 

Mr. Crumeter. That is correct. 

Mr. Poage. Suppose somebody owns private land down the slope 
and Government land above it and wanted to seed it, he could get 
conservation payments, could he not, under terms of this bill ? 

Mr. Crumpter. If the purpose of making that seeding 

Mr. Poager. Or if I have a Government-owned land lease and I have 
private land adjoining it, I could go out there and build a tank on 
the Government land, could I not ? 

Mr. Crumpcer. For the benefit of my private land principally. 

Mr. Poage. For the benefit of the Government land, too. I have to 
have some private land to do it. I could not just volunteer to build 
the tank on Government land, but if I owned adjoining private land 
I could do it, and that is true under the present setup in practically 
every bit of this Government land; is it not? 

Mr. Crumprer. Yes. 

Mr. Poace. So as a practical thing it allows me to do that on Gov- 
ernment land. 

Mr. Crumeter. It does allow you to do it, Mr, Poage, but it allows 
you to do it only where the farmer is willing to invest his money to 
benefit his land and the county committee is willing to invest the public 
fund for it. 

Mr. Poace. That is right. 

Mr. Crumeter. The purpose and the entire direction of the pro- 
posed legislation is‘a measure of direct benefit to the private land. 

As you suggest, there will be largely, I think, incidental benefits to 
the publicly owned land. It is not proposed to undertake any effort 
to improve the public land for the public: land agency which other- 
wise has the administration of it. 

The Carman. Are there further questions? 

If not, we thank you very much. 

(Thereupon, the committee proceeded to other business.) 
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ANIMAL QUARANTINE ACTS, AMENDMENTS 


TUESDAY, JULY 12, 1955 


House or REpresENTATIVES, 
CoMMITTEE ON AGRICULTURE, 
Washington, D. C. 
The committee met at 10 a. m. in room 1310, House Office Build- 
ing, Hon. Harold D. Cooley (chairman of the committee) presiding. 
The Cuarman. The next bill for consideration is S. 1166. 


[S. 1166, 84th Cong., 1st sess.} 


AN ACT To amend section 6 of the Act of August 30, 1890, as amended, and section 2 of 
the Act of February 2, 1903, as amended 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That section 6 of the Act of August 
30, 1890 (26 Stat. 414, 416; 21 U. 8. C. 104), “An Act providing for an inspection 
of meats for exportation, prohibiting the importation of adulterated articles of 
food or drink, and authorizing the President to make proclamation in certain 
cases, and for other purposes,” aS amended, is further amended by deleting the 
words “and the admission into the Virgin Islands” immediately following the 
word “Texas” in the first sentence of such section; deleting the period at the 
end of such sentence; and adding the following clause after the word “there- 
from” in such sentence: “, and the admission from the British Virgin Islands 
into the Virgin Islands of the United States, for slaughter only, of cattle which 
have been infested with or exposed to ticks upon being freed therefrom.”. 

Sec. 2. That section 2 of the Act of February 2, 1903 (32 Stat. 791, 792; 21 
U. 8. C. 111), “An Act to enable the Secretary of Agriculture to more effectively 
suppress and prevent the spread of contagious and infectious diseases of live- 
stock, and for other purposes”, as amended, is further amended by deleting 
the proviso reading: “Provided, That no such regulations or measures shall 
pertain to the introduction of live poultry into the Virgin Islands of the United 
States.” 

Passed the Senate March 28 (legislative day, March 10), 1955. 

Attest. 

FELTON M. JOHNSTON, Secretary. 


The Cuatrman. Dr. Clarkson, Deputy Administrator for Regula- 
tory Program, Agricultural Research Service, United States Depart- 
ment of Agriculture, is present. We shall be glad to hear from you, 


Dr. Clarkson. 


STATEMENT OF DR. M. R. CLARKSON, DEPUTY ADMINISTRATOR, 
AGRICULTURAL RESEARCH SERVICE, UNITED STATES DEPART- 
MENT OF AGRICULTURE 


Dr. Ciarxson. Mr. Chairman and members of the committee, S. 
1166 would make two amendments to what we call the animal quar- 
antine acts governing importation of animals and poultry into the 
United States and its possessions. 
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During the last Congress, in revising the Organic Act of the Virgin 
Islands, two amendments were made in recognition of the fact that 
the United States Virgin Islands and the British Virgin Islands are 
very closely tied together, both geographically and economically, 
and to provide for the orderly importation of cattle and poultry into 
the United States Virgin Islands for slaughter purposes. 

The amendments in that act, in the view of the Department, went 
further than they should, so the Department has favored the further 
amendments contained in S. 1166. 

At the beginning of our considerations the people in the Virgin 
Islands’ government and also those in the Department of the Interior 
were fearful that with the amendments ee in this bill they 
would not be able to provide for the supply of slaughter poultry and 
slaughter cattle that were needed, and they asked in telephone con- 
versations that we put into the record the pertinent paragraphs of a 
letter that we have addressed to them regarding that matter. 

I would like to read these two short paragraphs if 1 may. 

The CHarrman. All right. 

Dr. CLarKson (reading) : 

Under the authority of existing law (prior to the amendments contained in 
the Revised Organic Act of the Virgin Islands), this Department is prepared 
to amend its regulations to provide for the importation of poultry for slaugh- 
ter purposes from the British Virgin Islands into the Virgin Islands of the 
United States, when accompanied with the usual health certificate issued by 
the competent British Virgin Islands authorities, showing freedom from dis- 
ease and exposure to disease, provided that the poultry upon arrival in the 
United States Virgin Islands are inspected by an official of the Virgin Islands 
government authorized by this Department to inspect them for freedom from 
disease and make sure that they are appropriately identified and slaughtered 
within a reasonably short period of time. This would not involve a period of 
quarantine and would not require the dispatch of a veterinarian from Puerto 
Rico to make the inspections. Poultry imported for other purposes or from 
other parts of the world would of course be subject to the quarantine require- 
ments under veterinary supervision. 

It is our understanding that with the reecipt of the information given above 
the Department of the Interior will have no objection to the proposed language 
to amend section 6 of the act of August 30, 1890, and section 2 of the act of 
February 2, 1903, which was discussed with Mr. Arnold and Mr. A. M. Edwards, 
Acting Associate Solicitor of your Department, and Gov. Archie A. Alexander 
of the United States Virgin Islands on Wednesday, July 21, 1954. We have 
so informed representatives of the Bureau of the Budget. 

The Cuarrman. Thank you very much. 

Mr. Poace. This bill legalizes importation of cattle from the British 
Virgin Islands into the American Virgin Islands except upon state- 
ment by the British authorities that it was diseased. Isn’t that about 
what it does ? 

Dr. CLarkson. We would provide also for inspection and to make 
sure that they are free of ticks, and they would come in for slaughter 
purposes only. 

Mr. Poace. Make sure they are free of ticks. You can see the ticks 
but you cannot see the disease, of course. The inconsistency of the 
thing looms up to me when I recall that I was talking to you about 
the deportation of Charrolais cattle from Louisiana. They had been 
in the United States for nearly 2 years, at least well over a year, and 
there was no evidence whatsoever that there was any disease involved 
in those cattle at all and there hasn’t been evidence of that kind yet so 
far as.I know. Those caftle were not even exposed to disease. They 
had been in Mexico. 2200 
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But whether they had ever been exposed or not nobody seemed to 
know. Certainly they had gone the full year that the United States 
said was all that was necessary to make sure infected cattle were free 
from the disease. They had been in the United States and there had 
been no outbreak, but I believe you said they might be carriers / 

Dr. Ciarkson. That is correct. 

Mr. Poacr. And they might infect others. You didn’t know just 
how it could be done. C onsequently, rather than leaving them in the 
United States you returned them to Mexico. 

It seems to me now that that same situation, if applied here, would 
mean it would be ridiculous to bring in the cattle from the British 
Virgin Islands. They might be carriers, too. You don’t know and I 
don’t know. I profess that I cannot see any harm to it, but I could 
not see any harm that could be done in those Charrolais cattle in the 
United States, either, and neither could anybody else. 

Why are we willing to waive all precautions here ? 

The Cuarrman. Isn’t the difference one of breeding cattle and the 
other slaughter ¢ 

Dr. Cuarkson. We are dealing with a different disease. We were 
concerned with regard to the Charrolais cattle smuggled into the 
United States because of their exposure to foot-and-mouth disease. In 
this case we are talking about tick fever, and they are two entirely 
different things. 

The Cuarrman. Mr. Poage said they were in the United States for 
more than a year and certainly were not exposed during that period of 
time. 

Dr. CLarkson. Not during that period of time but during the per iod 
of time before they came in from Mexico. 

Mr. Poace. And during that same period of time we knew cattle 
im Mexico were exposed to y that disease. But we said since a year had 
gone by we were sure they were all right. 

We applied the same rule with C ‘anada. We opened the border 
to them when they had gone 1 year without an outbreak. 

But in our own United States, when we had the cattle here a year 
well over a year—actually 20 months; wasn’t it? 

Dr. CLarkson. 18 months, I believe. 

Mr. Poace. When we had them here in the United States all that 
time and knew they had no symptoms of the disease we said “Well, 
it doesn’t mean the same in the United States as it means in Mexico 
and Canada.” 

Now we say here that we are to bring these cattle in. How do 
you know they haven’t got foot-and-mouth disease from the British 
islands? We know the British don’t maintain the same kind of 
quarantine against foot-and-mouth disease as we do. How do you 
know they are not carriers? The fact you will slaughter them means 
nothing. You did not let cattle in from Mexico for slaughter when 
you thought there was foot-and-mouth disease there, because we know 
the slaughtering of those cattle exposes everybody in the country. 
They don’t dest roy that disease by slaughtering the cattle. It could 
spread any kind of disease. 

Dr. Crarkson. We are not bringing in any cattle or fresh prod- 
ucts of any cattle where we had any idea they had been exposed to 


foot-and-mouth disease or had been infected with the disease at any 
time. 
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The situation in Mexico which we must keep in mind in talking 
about these smuggled cattle which were in the United States for a 
sone of time as against the imports from Mexico which are now 

ing permitted is that we are permitting exports from Mexico from 
the northern Mexican states where the foot-and-mouth disease never 
has existed and: where with the work of the joint commission of the 
two countries we are certain that it did not exist. 

Mr. Poace. You cannot be certain. 

Dr. CiarKson. We are exercising the utmost control to be sure 
we get cattle only from those northern Mexican states, and these 
cattle which we had the controversy about which were smuggled in 
did come from the central area of Mexico where we are not now and 
have not since 1952 allowed any imports into the United States. 

Mr. Poace. And you are telling me that you know there is nothin 
in the northern area, and yet these cattle which got into the United 
States came all the way through northern Mexico. 

Dr. Ciarxson. Yes. 

Mr. Poagr. As a matter of fact, moved through a half dozen north- 
ern Mexican States, and nobody denied it. If these cattle moved 
through northern Mexico, if there was danger from these cattle then 
all the northern Mexican States are infected or subject to infection. 
So the very fact you have suspicion on this matter casts suspicion on 
every northern State in Mexico because the cattle were there. If 
northern Mexico is clean then these cattle obviously must be clean. 

Dr. Cuarkson. I cannot agree with you, Mr. Poage. The fact that 
there is smuggling indicates that no restrictions of these kinds can 
kep out all dangers of disease. You recognize that. 

Mr. Poace. That is right. It has not been protected 100 percent 
from disease. The very fact they were able to bring in these Char- 
rolais cattle through northern Mexico proves that. They didn’t. fly 
them in but brought them in by truck from northern Mexico and we 
know where they entered. 

Dr. CLarKson. Smuggled them across the river. 

Mr. Poace. And we know they moved through northern Mexico 
and if they had the disease and if they were carriers, you suggest then 
that all northern Mexico is subject to the infection ? 

Of course, I don’t think it is. 

Dr. CiarKson. I don’t either. 

Mr. Poace. I merely mention the utter inconsistency and the ridicu- 
lous position of saying these Mexican cattle would infect the United 
States and then say bring them in from the British West Indies where 
we don’t know a thing in the world about what they are doing. 

The Cuarrman. The British Virgin Islands. 

Where are they now? 

Dr. Ciarxson. Central Mexico. 

Mr. Marruews. I wrote this gentleman a letter concerning that. 

Mr. Poacr. There was a lot of pressure to send back those cattle. 

The Cuarrman. Maybe you are the one who sent them back? 

Mr. Martruews. I don’t know, sir. I don’t want to take that credit. 
I just want to say that I don’t know whether any other members of 
the committee wrote the gentleman but I know a lot of people in 
Florida wrote me and insisted I do everything I could to see that those 
cattle were sent back. 
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I imagine you had many requests from Congressmen. 

Dr. - aa And to keep the record straight, three of them are 
still here which we arg still negotiating on trying to work out their 
return. 

The Cuarrman. Do I understand that you permitted the cattle to 
= in this country for 18 months and you did not confiscate them ? 

r. Cuarkson. They were seized. 

The Cuarrman. You returned them to the same people who brought 
them in here in violation of the law ? 

Dr. Cuarkson. Yes; on condition they return them to Mexico. 

The Cuarrman. Like returning stolen goods to the thief who stole 
them ; is it not? 

Dr. CrarKson. That is correct, 

The Carman. After 18 months here in the country which we 
knew was free from disease? You must have had a lot of pressure 
from certain folks to do that. 

Dr. CuarKkson. No, sir; without pressure or without any urgin 
from anyone, any cattle that have been exposed to foot-and-mout 
disease we are convinced there are a number of them that become car- 
riers for a long period of time, we have no way of determining which 
are which. e have no way of determining 

The Cuarrman. But you jet them come in from Mexico? 

Dr. Ciarkson. We let them come in from northern Mexico and 
they do not come in from central Mexico. 

The Cuarrman. None from central Mexico? 

Dr, Ciarkson. No, sir. 

The CHatrman. Hasn’t central Mexico been free from foot-and- 
mouth disease for 12 months? 

Dr. Crarkson. We have not found evidence of disease down 
there for more than that. 

The Cuarrman. Why won’t you let them come in? 

Dr. CuiarKson. Because certain cattle have been exposed to the 
disease and we are fearful some will be carriers. 

Mr. Poaae, If this up of Charrolais cattle were carriers, then 
the cattle of northern Mexico were exposed because these cattle were 
carried through northern Mexico. 

OLARKSON. Not necessarily, because the experience with the 
disease indicates that those that are carriers may not shed the virus 
at all times. We don’t know when 

Mr. Poaas. They may not but they were exposed nevertheless. 

Dr, CLuarKson. But no disease occurred, 

The Cuarman. Mr. Watts? 

Mr. Warrs. What limitation or prohibition does the British Virgin 
Islands have against importation of cattle from, say, Mexico? 

Dr. CiarKson. I cannot quote their regulations but they do have 
restrictions which do not permit the importation of cattle from coun- 
tries where foot-and-mouth disease exists. 

Mr. Warts. There is nothing in this bill which would prohibit im- 
portation of cattle into the British Virgin Islands and then subsequent 
importation into the American islands? 

r. CuarKson. That is right. There is other legislation which 
prohibits importation into any United States Territory of cattle from 
a country where foot-and-mouth disease exists, and in all of our inves- 
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tigations of the importations of cattle we make the most thorough 
kind of examination to find out whether a disease does exist in those 
countries of origin. 

Mr. Warts. What limitation is there against importation of United 
States Virgin Islands cattle into the United States ? 

Dr. Cuarkson. That is an interstate movement. They are under 
quarantine now because of infestations into the United States Virgin 
Islands. 

Mr. Warts. They are allowed to ship meat here? 

Dr. CrarKkson. Yes, and cattle can come through after meeting 
quarantine restrictions. 

Mr. Warts. In other words, does this bill contemplate the killing 
of those cattle in the American Virgin Islands? 

Dr. Crarxson. That is right. 

Mr. Warrs. As a result of this bill if the British Virgin Islands 
saw fit to change their law you could get Mexican cattle into the British 
Virgin Islands and consequently into the American Virgin Islands 
and meat into this country ? 

Dr. Cuarkson. We could. That isa matter of watchfulness on the 
part of the Department which we must maintain in regard to our im- 
ports from all countries. 

Mr. Warts. You would have no control over that importation, 
would you? 

Dr. CuarKxson. That is correct, but this is an authorization to the 
Secretary, and one which we do not have to follow. 

Mr. Jounson. You could shut them off if they were doing it. Is 
that right? 

Dr. Crarkson. Yes. 

The Carman. Thank you very much, Dr. Clarkson. 

The next witness is Representative Saylor of Pennsylvania, who 
desires to speak in behalf of S. 1166. 


STATEMENT OF HON. JOHN P. SAYLOR, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF PENNSYLVANIA 


Mr. Sayxor. I desire to speak in behalf of it but not esr in 


the manner that the chairman might like. I want to speak against it. 

The CHarrman. The chairman has no likes or dislikes with regard 
to the bill. 

You may proceed and be assured you will have an impartial hearing. 

Mr. Saytor. Mr. Chairman and members of the committee, this 
bill is an effort by the Department of Agriculture to counteract the 
action of the Interior Department and the House Interior and Insular 
Affairs Committee when'they held hearings on the Organic Act for the 
Virgin Islands last year. 

At the time a number of the members, a number of representatives 
from the Agriculture Department appeared before our committee and 
offered these arguments which have been presented to you. They were 
considered by the House Interior and Insular Affairs Committee and 
unanimously rejected. They were rejected for the reason there is no 
desire in behalf of our committee or its members to bring into this coun- 
try any hoof-and-mouth disease or any ticks. This is merely a bill 
which authorized importations into the Virgin Islands. 
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If the members of this committee would see fit, and I would recom- 
mend, Mr. Chairman, that you send a committee down to the Virgin 
Islands before you take action on this bill, I know in all probability 
the members would not object to that trip but it can be accomplished 
over a week end. I say that in all sincerity beeause unless you have 
actually seen the—— 

The Cuarrman. All of the members of this committee have seen 
the islands, I think, most of them, except the chairman. We cannot 
hold this up until we send the group down again. 

Mr. Saytor. I would be delighted to have the chairman go there. 
If all the members have been there I would congratulate them on being 
down there. 

One of the things to which I object principally about this bill is that 
there are importations not only from the British Virgin Islands but 
from the French islands that are down there, and it can become rather 
embarrassing to the State Department to have preference given to 
- British Virgin Islands and not given to the other islands down 
there. 

This is an effort to allow the people in the Virgin Islands to have 
enough food to eat, and this bill would create a number of hardships. 

I notice that they have changed their position with regard to chick- 
ens. The former Governor of the Virgin Islands said it may be a 
strange thing but you would find chickens flying from island to island. 

Families down there are intermarried. They live on 4 or 5 of those 
islands down there. They come back and forth and they bring 
chickens. 

The Department of Agriculture came up with the anomalous situ- 


ation that they wanted somebody to take their chickens, take them over 
to Puerto Rico, put them in quarantine for a week, and then bring 
them back to the Virgin Islands. 
Nobody down there raises any food in that amount. This is prin- 
cipally to take care of the food of the Virgin Islands themselves. 
They are coming close to being sent -oupportangs and if the action of 


the Agriculture Department is put into effect it will counteract one of 
the beneficial effects which the awe Act accomplished last year. 

The Governor has informed me that they are in a fairly good state 
at the present time, that their food supply has been increased, and if 
this bill is enacted it will put them in the same position they were 2 
years ago wherein they were short of supply. 

They do not have all the facilities over there for refrigeration which 
we do. There is no idea of bringing into this country and there is no 
purpose in the original Organic Act to authorize bringing into this 
country any tick-infested cattle, any cattle infested with hoof-and- 
mouth disease, or anything else. It is only an attempt to allow the 
people of the Virgin Islands to have a standard of living which every- 
one feels is already too low and should be raised. 

I therefore come in to oppose this bill. 

The CuHarirman. I understood that the Interior Department ap- 
proved the bill. Can you give us some information about that? 

Mr. Sayuor. If they have approved the bill they have changed their 
position since they talked to me about it. 

The Cuatrman. Do you know, Doctor Clarkson ? 

Dr. CuarKkson. Last year, in our discussions with representatives 
of the Solicitor’s office and with the Office of Insular Affairs, the De- 
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partment of the Interior and the Governor of the Virgin Islands, we 
came to this conclusion which I read in the letter. 

I confirmed that in that letter to Mr. Strand, of the Interior Depart- 
ment, and their representative telephoned me last week to say that 
they did agree with us on this bill. 

The Cuarrman. They did agree? 

Dr. CuarKson. Yes, sir. 

The Carman. This bill was introduced as the result of letters 
from Mr. Morse, of the Department, in February ¢ 

Dr. Cuarkson. Yes. 

The Cuarrman. Mr. Heimburger, have you checked that? 

Mr. Hermpurcer. I talked yesterday by telephone to Mr. William 
A. Arnold, and he was quite familiar with this bill. He told me that 
the Department, is not opposed to the bill at the present time. 

The reason for the mew in the Department’s attitude apparently 
was the letter referred to by Dr. Clarkson in which a sieaaiies for 
handling particularly the importation of poultry was suggested and 
agreed upon. The poultry did not have to go through quarantine and 
that sort of procedure, and on that basis Mr. Arnold told me the De- 
partment of the Interior is in accord with the provisions of the bill. 

The Cuarrman. How do you think the bill can adversely affect the 
economy of the Virgin Islands? 

Mr. Sartor. They cannot raise enough cattle there to take care of 
their own needs. It is too expensive to bring them over from the 
States, but it is not difficult to bring them to those adjoining islands 
which you can see. 

The Cuarrman. I thought this bill permitted them to come from 
the British Virgin Islands? 

Mr. Sartor. Only from the British Virgin Islands. 

The CuarrmMan. It doesn’t make it wide open, as you suggested a 
moment ago, but it opens it for the British Virgin Islands. Is that 
right, Dr. Clarkson ? 

r. CuarKson. Yes, sir. 

Mr. Sartor. They have always brought them in, some from the 
British Virgin Islands and some from the French islands. 

The Cuarrman. They can do it legally; can they not? 

Mr. Sartor. Legally or not, I don’t know. You will cut off a 
material source of supply of meat to the islands. 

The Cuarrman. Perhaps the problem is in the enforcement of the 
act. 

Dr. Ciarkson. Under the present legislation the amendment which 
was in the Virgin Islands Organic Act of last year, cattle may 
come in from a tick-infested area, and that means any area, into the 
Virgin Islands without any specification as to purpose, 

Under the regulations which we drew, and under that act, we 
limited it to the British Virgin Islands and limited it to slaughter 
only, which would be the limitation by law if S. 1166 is passed. 

The concern in the Department was that having passed the legisla- 
tion with no limitation we were put in an untenable position in limit- 
ing this administratively. We felt the Congress ought to review the 
authorizing legislation. 

The representations which have been made to us from the islands 
and from the Department of the Interior have been for the need of 
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slaughtered cattle and slaughtered poultry from the British Virgin 
Islands. 

The Cuarrman. Would we be subjected to any criticism by the other 
areas if we let the bar down only as to the British Virgin Islands? 

Mr. Savor. I have no objection to limiting it to bringing into the 
Virgin Islands. I do not want to appear before this committee and 
have anyone think for a moment that I am here trying to advocate that 
the Virgin Islands be used as a loophole to bring any tick-infested 
cattle or cattle bearing any other disease into the United States. 

The CHarrman. I realize that. 

Mr. Sayuor. The thing I am interested in doing is seeing to it that 
the other islands down there be treated equally. 

I have talked to the good doctor about this. I have objected to the 
regulations which they adopted last year limiting it only to the 
British Islands. 

The CHarrman. You want them to come in from all islands on the 
same basis? 

Mr. Sayvor. If they can come in from slaughter in that immediate 
vicinity. That is all [ am interested in. 

I would say this: if anyone would try to use the Virgin Islands to 
slaughter cattle and then bring them into the United States contrary 
to any rule or regulation I would be the first one to come before your 
committee and ask you to change the law so that that not be allowed. 

Mr. Poace. There is no law which prevents you from bringing it in 
after it is legally handled there. 

_ Dr. Crarsson. It is an interstate movement. We do have restric- 
tions on importations of live cattle because of the ticks in the British 
area, 

Mr. Poace. But there is nothing in the world to keep them from 
slaughtering these cattle and bringing the hides or anything else into 
the United States, is there? 

Dr. Ciarxson. No, sir. 

Mr. Poace. You presumably could carry foot-and-mouth disease. 
Is that right? 

Dr. Ciarxson. If they had been exposed to it. 

Mr. Poags. Consequently there is no way of stopping this move- 
ment into the United States unless you stop it somewhere either before 
it gets into the Virgin Islands or perhaps we ought to answer this 
thing by putting a quarantine on against the Virgin Islands as to 
movement into the United States or Puerto Rico. Maybe we ought 
to quarantine the Virgin Islands and let nothing out. 

Mr. Kina. Is there such a movement of meat from the Virgin Islands 
into the United States ? 

Mr. Poagr. Hides come into the United States, do they not? 

Dr. CLarKson. I cannot answer whether or not they do. 

Mr. Poace. I know of no other place they could go. What would 
you do with the hides if you had them in the Virgin Islands? You 
cannot make leather out of them there ? 

Mr. Kine. It would seem illogical that any of the meat got here. 

Mr. Poaes. I didn’t suggest meat, but I said hides. Hides will 
move foot-and-mouth disease as well as the meat. Hides are coming 
into the United States, and we had better stop that. 
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Mr. Sartor. Mr. Poage, I would be only too happy to agree to any 
quarantine or anything else coming in. 

Mr. Poace. Why not draw the line. Instead of drawing the line 
around the Virgin Islands this way draw it around the islands the 
other way and keep the Virgin Islands from moving anything north 
of the United States and west of Puerto Rico. 

Mr. Sartor. I would have no objection to that, whatsoever. 

Mr. Poage. Let the Virgin Islands become a pesthouse; let them 
have foot-and-mouth disease; let them have ticks and all those things 
they want. 

Mr. Sayuor. Mr. Poage, they have a very strange situation down 
there. 

Mr. Poaee. I am not a man to say that they should not have them 
if they want them. 

Mr. Sartor. There is a very strange situation which exists down 
there with regard to ticks that I have been referring to, where tick 
infested cattle, when placed on one of these islands, for some unknown 
reason, the ticks disappear. I do not know what it is on the island. 
The people down there have been unable to explain it to me, as to what 
caused it, and the Department of Agriculture has not been able to 
tell me what causes it. 

The CHarrman. May I interrupt to ask Dr. Clarkson one question: 

Why is it that you feel that this act is necessary, or even desirable? 

Dr. Crarkson. We agree that the Virgin Islands need the food 
supply which comes from the British Virgin Islands. There is a 
matter, as Congressman Saylor has mentioned, of close geographical 
a and traditional trade between these closely situated 
islands. 

The Cuarrman. All right; then, why did you select the British 
Virgin Islands, and exclude the other? 

Dr. CrarxKson. In the first place, because the representations were 
made that the food supply does come from the British Virgin Islands, 

They are the ones which are located closer to them. 

The British Virgin Islands have a closer supervision over their live- 
stock, and their needs of livestock, than do many of the other islands. 
So, there were, then, two reasons: One, that there seemed to be no 
necessity for expanding it, and secondly, you add other hazards by 
expanding it. 

he Cuarrman. Do I understand that we will still attempt to en- 
force our own laws, and to determine ourselves if the cattle are free 
from disease and ticks? We will not leave that decision entirely to 
the British, will we? 

Dr. CrarKson. Oh, absolutely. 

Mr. Saytor. I would have no objection to that. 

The Cuatrman. What do you say to that, Mr. Saylor? 

Mr. Sartor. I have absolutely no objection to that, Mr. Cooley. 
I have no objection to the Department of Agriculture being the one 
to determine what cattle are, or are not infected. 

The CHatrman. Let me size up and wind up what you are sayi B: 

What I understand you have said is that you are objecting to the 
act we have here, not because we permit them to come in from the 
British Virgin Islands, but because we have selected the British Vir- 
gin Islands to the exclusion of the other areas; is that it? 
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‘Mr. Saytor. That is right—the other islands in the immediate area. 

‘The Cuarrman. As I understand it, Dr. Clarkson said that the 
other islands were at remote distances, and that the British Virgin 
Islands were nearby, and that to an extent it would increase further 
the risk and hazards involved. 

Is that the way to sum it up, Doctor ? 

Dr. Cuarkson. Yes, sir. The real benefit comes from the trade with 
the British Virgin Islands, 

The Cuarrman. Thank you very much. 

Mr. Sayvor. I would say this to you, Mr. Chairman : 

Probably the majority of it does, but a great deal of it could also 
come from the French islands down there, and has in the past. 

The CHatrmMan. How far are the French islands from the Virgin 
Islands? 

Mr. Sartor. About twice as far as the British islands, 

Some of the farthest British islands are as close as the closest French 
islands. 

The Cuatrman. Do you know whether or not the people in the Vir- 
gin Islands want what you are suggesting, and whether they want to 

ring them in from the French islands, or other places ? 

Mr. Sartor. The testimony which was offered before our com- 
mittee was that they requested it. 

The Cuarrman. Mr. Hope? 

Mr. Horr. Do you have any information upon which you could base 
a belief that the British Virgin Islands could furnish a sufficient 
supply of fresh beef or live cattle to the American Virgin Islands? 

I appreciate your interest in seeing that the Virgin Islands do have 
an opportunity to secure this food supply, but if it can be secured 
from the British Virgin Islands, where conditions, according to the 
testimony, are better than they are in the French Virgin Islands, and 
other islands in that area, and if the British Virgin Islands can furnish 
an ample supply, why do you object to limiting it to the British 
Virgin Islands? 

r. Sartor. I do not, Mr. Hope, want to tell you that. I tell you 
very frankly that I do not know whether the British can supply all of 
it. The population of the Virgin Islands is increasing rapidly and I 
doubt waa seriously whether within the foreseeable future the British 
Virgin Islands or the French Virgin Islands and anyone else will be 
able to supply all of the needs of the people who are on the Virgin 
Islands. 

It would be necessary to import some from Puerto Rico and from the 
States. 

Mr. Warts. Would the gentleman yield for one question ? 

The Crarrman. Mr. Watts. 

Mr. Warts. As I understood Dr. Clarkson, he said this legislation 
was merely permissive; is that right ? 

Dr. Ciarkson. Yes, sir; it would be insofar as it would be more re- 
strictive than the present legislation which was passed in the Virgin 
Islands Organic Act of last year. 

Mr. Warts. If it is permissive, what would be wrong with amending 
the act to provide that cattle could come in from any of the Virgin 
Islands, providing they cleaned themselves up along with the British. 
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You say it is permissive, and then we could stop the importation into 
the British Virgin Islands, in the event they wanted to bring cattle 
from Mexico into the British Virgin Islands and, in turn, into the 
American Virgin Islands, and the hides could be handled in the same 
way. 

If it is permissive, as I thought you indicated, you certainly could 
amend the act to include all of the Virgin Islands, and set a criteria 
that those islands have to meet before any of them would be able to 
ship in; is that correct ¢ 

Dr. Ciarxson. This provision of the act is a permissive one which is 
an exception to the broad declaration in the act that no cattle coming 
from any tick-infested area could come into the United States. 

In our view, by increasing the area involved, it increases considerably 
the administrative difficulty of determining whether or not the cattle 
are in fact safe for entry, but coming from this immediate area, we 
have the area which is necessary tothe Virgin Islands. It is one which 
can be judged and one which can be handled with relative ease, but as 
soon as that area is expanded, it adds immensly to the administrative 
problem of determining the trade, the restrictions, and the char- 
acteristics of those other areas, and without any advantage that has 
been pointed out to us. 

Mr. Warts. In the event the French should adopt more stringent 
regulations on their cattle, would there be any objection then to the 
French shipping their cattle into the United States Virgin Islands? 

Dr. Cirarkson. There is, of course, that possibility, but just by tradi- 
tion, they normally do not. 

Mr. Warts. You said it is permissive, as to whether you let them 
come in. Why could you not use that permissive phase to require 
them to do that if they ship in there? 

Dr. Crarkson. Obviously, those things can be done, Mr. Con- 
gressman. 

Mr. Warts. Since there is a possibility of cattle coming from Mexico 
into the British Virgin Islands, and then in turn into the American 
Virgin Islands, and the hides coming here, would there be anything 
wrong with putting a further amendment into the bill to state those 
cattle imported shall be for domestic use only in that particular phase 
there ? 

Dr. CrarKson. Well, it says in this amendment “just for slaughter. 

Mr. Warts. However, that does not prohibit the Mexican cattle, 
or hides, maybe, from hoof-and-mouth disease area from eventually 
getting into the United States. 

Mr. Sartor. I would have no objection to them saying “for domestic 
use only.” 

The Cuarrman. What you are suggesting, Mr. Watts, is the elim- 
ination from the proposed amendment of the words “from the British 
Virgin Islands,” and then that would permit them to come in from 
the other areas ? 

Mr. Warts. That is right; he says it is permissive, as to whether 
to let them come in or not, and he could use that permissive power 
to make the other islands conform to the same standards of the British 
Virgin Islands. 


” 
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The CHarrman. If you strike out these words “from the British 
Virgin Islands” then I understand Mr. Saylor would have no objec- 
tion to it. 

Mr. Saywor. I have no objection at all to the wording, Mr. Cooley. 

The Cyarmman. What would be the objection of the Department 
if we strike that out? You would still have what you are seeking. 
That does not mean that you would have to let the cattle come in from 
the other places, but you can permit them to come in on that basis 
if the situations were comparable. . 

Dr. Ciarkson. Well, there is the diffic ulty of administration, Mr. 
Chairman. If the Congress indicates by its legislation that it con- 
templates cattle coming ‘from any area to the Virgin Islands then we, 
of course, must pay some attention to that, and it is extremely difficult 
to ascertain the conditions in all of the various areas. 

The Cuatrman. I see what you mean. In other words, if we struck 
that language out, then you would be charged with a greater respon- 
sibility of determining the exact conditions of all these areas from 
which the cattle might be imported into the Virgin Islands? 

Dr. CLARKSON. Absolutely. 

The CuamrMan. Whereas when you limit it to the British Virgin 
Islands, you are only concerned with that one area ? 

Dr. CiarKson. That is correct, and we think that is immensely 
important. 

The CuatrmMan. Even if this bill is passed, as you propose it, and 
as the administration recommends it, if a year from now you find 
that there are other areas which have cleaned up, from which cattle 
might be imported into the Virgin Islands, of course, you could come 
back and we could then decide what to do. 

However, I could easily see that if you strike these words out, we 
would open it up to the whole world; would we not ? 

Dr. CiarKson. It could be. 

The Cuarrman. Thank you very much. 

Mr. Harrison ? 

Mr. Harrison. How many cattle are we talking about ? 

The Cuarrman. All that the Virgin Islands can consume, or need. 

Mr. Harrison. Is that 1 carload, or 2 carloads? 

Mr. Sayxor. It is not too many. 

Mr. Harrison. They raise some cattle in the Virgin Islands, and 
they only have ea population of about 10,000 people. 

Mr. Sayvor. They have a population of about 27,000 people. 

Mr. Harrison. I do not think we are talking about. very many cattle 
here. 

Mr. Sartor. The islands themselves are increasing their own cattle 
production so that we are talking about, really, a small, small quantity. 

Mr. Harrison. We are talking about a very small amount of cattle. 

Dr. CiarKson. For the c: alendar year 1954, there w ere 2,899 animals 
brought in; and most of them are sheep, goats, and swine. 

During the first 5 months of this year, there were 892, and then there 
were 39 last month. 

So, there are small lots that come over from the British Virgin 
Islands. 
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Mr. Harrison. Certainly for the benefit of that small amount of 
trade, we could not afford to increase the administrative costs very 
much. 

Dr. CLiarKson. No, sir. 

The CuatrmMan. Thank you, Mr. Saylor, very much, for your ap- 
pearance. 

Mr. Sartor. Thank you, gentlemen. 

The CuarrmMan. Gentlemen, I am sorry that we cannot get to these 
other 2 bills. We will have to call you back again at an early date. 

Off the record. 

(Discussion off the record.) 

The Cuarrman. Thank you very much. 

The committee stands adjourned until 10 o’clock, tomorrow morn- 
in 


&. ; ; 
(Thereupon, the committee proceeded to other business.) 
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TUESDAY, JULY 12, 1955 


Houser or REPRESENTATIVES, 
CoMMITTEE ON AGRICULTURE, 
Washington, D.C. 

The committee met at 10 a. m., Hon. Harold D. Cooley (chairman) 
presiding. 

The Cuarrman. The committee will please be in order. 

I will call out of order H. R. 6914 and we will hear from a repre- 
resentative of the Farmers’ Home Administration, Mr. McLeaish, 
Administrator. 

Mr. McLeaish, will you please come around and explain the purpose 
of the provisions of H. R. 6914 and give us your views with reference 
to it? 

(H. R. 6914 follows :) 


[H. R. 6914, 84th Cong., 1st sess.] 


A BILL To amend the Bankhead-Jones Farm Tenant Act, as amended, to modify, clarify, 
and provide additional authority for insurance of loans 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the Bankhead-Jones Farm Tenant Act, 
as amended (7 U. S. C. 1000 and the following), is further amended as follows: 

Title I of the Act is amended by the addition of the following new section 16: 

“Sec. 16. (a) The Secretary is authorized to insure and to make commitments 
for the insurance of loans made for the purposes specified in this title (includ- 
ing those made in accordance with the Act of October 19, 1949) and to take as 
security for the obligations entered into in connection with such loans first 
mortgages on the farms with respect to which such loans are made and such 
other security as may be required by the Secretary. Such mortgages shall 
create a lien running to the United States for the benefit of the fund, notwith- 
standing the fact that the note may be held by the lender or his assignee. 

““(b) Loans insured under this section shall be subject to all the provisions 
of this title, except as otherwise provided in this section, and with respect to 
such loans, the terms used in this Act shall have the following meanings as the 
context requires: 

“(1) ‘Mortgage’ shall mean ‘loan’ or ‘the instruments relating to a loan’; 

“(2) ‘Insured mortgage’ shall mean ‘note endorsed for insurance’ ; 

(3) ‘Mortgagor’ shall mean ‘borrower’ or ‘obligor on the note’; 

“(4) ‘Mortgagee’ shall mean ‘lender’ or ‘holder of insured note’; 

“(e) Any mortgage heretofore insured or any loan heretofore made under 
this Act may be converted to an insured loan under this section at the discretion 
of the Secretary, and any expenses in connection with such conversion may be 
paid out of appropriations for administrative expenses. 

“(d) In connection with loans insured or converted under this section (1) the 
holder of the insured note shall be entitled to receive the benefits of the insur- 
ance as provided in section 13 (a) only in accordance with an agreement pursuant 
to section 12 (j) or when the assignment of the note is required by the Secre- 
tary, and (2) notice of default to the lender under section 12 (f) shall not be 
required.” 
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Sec. 2. Section 12 (f) (1) is amended by striking the word “promptly” in both 
the first and second sentences, by inserting after the word “default” in the 
second sentence the words “in the payment of principal or interest,” and by strik- 
ing the word “it” in the first sentence and inserting in lieu thereof the word “him.” 

Sec. 3. Section 12 (f) (2) is amended by striking the word “promptly.” 

Sec. 4. Section 13 (a) is amended by striking the words “section 12” in the 
first sentence, inserting in lieu thereof the words “this title’, and by inserting 
the words “in the payment of principal or interest” after the word “default” 
where it first appears in the first sentence. 


STATEMENT OF R. B. McLEAISH, ADMINISTRATOR, FARMERS’ HOME 
ADMINISTRATION; ACCOMPANIED BY H. P. SMITH 


Mr. McLeaisn. Mr. Chairman, the purpose of H. R. 6914 is to 
simplify and make more effective the insured farm ownership loan pro- 
gram under title I of the Bankhead-Jones Farm Tenant Act, as 
amended. As you know, this is the program which helps small 
farmers acquire or improve family-sized farms. 

Under existing provisions of the act, loans must be written with 
the lender as the mortgagee. It is proposed in this bill to change that 
provision so that the Government is the mortgagee and the lender 
only holds the note. The last Congress approved amendments to 
the Water Facilities Act which authorized the insuring of soil and 
water conservation loans. Under the simplified provisions of that 
act, we have been writing all loans with the Government as the mort- 
gagee and it has proved to be much more satisfactory from the stand- 
point of the lender, the borrower, and the Government. There are 
several advantages to be gained from this change: 

First, it would no longer be necessary to secure the consent of 


lenders for such actions as subordinations, ae releases, and actions 


of this nature. Some lenders object to the necessity for approving 
these actions. They look upon the loan as fully guaranteed and do not 
see the necessity for their approval of these actions. ' 

Second, it would be much simpler to assist loans from one lender 
to another. When the lender is the mortgagee, most States require 
specific types of assignments which must be recorded in the county in 
which the property is situated. If the Government were the mort- 
gagee, no assignment forms would be necessary and no recording 
would be necessary. The lender would merely endorse the note to 
the purchaser and notify the Government of the transfer. Lenders 
have no facilities for recording assignments in local communities 
away from their home office, and for this reason the assignment of 
mortgages is a very cumbersome process and the effective negotia- 
bility of the loans is very much reduced. It would eliminate the 
recording of assignments and subsequent abstract costs to the bor- 
rower. 

Third, with the Government as the mortgagee, these loans would 
no longer be classified as real-estate loans in the portfolio of banks 
and other lending institutions. They would be more properly clas- 
sified as investments. This is an important difference for lenders 
who are subject to limitations on the amount of real-estate paper 
they may hold. 

As a part of the change in mortgagees, the provisions for notifying 
lenders of all defaults by the mortgagor would be modified so that 
lenders would only be notified of defaults in the payment of prin- 
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cipal and interest. The act now provides that lenders be notified of all 
defaults including such things as nonpayment of taxes that are often 
only of a temporary nature. 

The bill would authorize the conversion of insured mortgages now 
outstanding to the new basis. It would also authorize the conversion 
of outstanding direct loans to insured loans. 

The one additional provision of the bill amends section 12 (f) (1) of 
the Bankhead-Jones Farm Tenant Act by striking from the first sen- 
tence of that section, the word “promptly.” 

The effect of this change would be to avoid the possible necessity for 
transmitting each and every small payment to the lender at the time 
the payment is received. Some borrowers make payments on their 
loans at frequent intervals often from milk checks or from the sale of 
paren from day to day. It is very time consuming and costly for 

oth the Government and the lender to be required to apply these pay- 
ments exactly at the time received. The proposed amendment would 
make it possible for the Government to accumulate these payments for 
a period of perhaps 90 days before applying them to the borrower’s 
account and transmitting them to the lender. 

There is one technical change that the committee may desire to 
consider. This change is on lines 22 and 23, of page 2 of H. R. 6914. 
The word “therefore” appearing on each line would limit the conver- 
sion of outstanding loans to those made or insured prior to the enact- 
ment of the bill. This was not our intent when the bill was drafted 
and submitted to the Congress. Actually, even the loans insured be- 
tween the date of approval of the bill and the time we could get our 
regulations out could not be converted. I hope the committee will 
correct this drafting error. 

Mr. Chairman, our experience over the last 8 years with this pro- 
gram proves conclusively that the changes proposed in this bill are 
very desirable and necessary to effective operations. We have had 
occasion to discuss the program with many lenders and prospective 
lenders. As a result of these discussions, I am sure that the enact- 
ment of this bill would be very helpful and that it would strengthen 
substantially our ability to assist worthy farm families seeking to pur- 
chase farms or to improve those in which they already have an equity. 
Without these changes, the volume of insured loans may be severely 
restricted. : 

The Cuatrman. Mr. McLeaish, let me ask you 1 or 2 questions 
about this. About this provision with reference to permitting of pay- 
ments. You have said: 

The proposed amendment would make it possible for the Government to ac- 
cumulate these payments for a period of perhaps 90 days before applying them 
to the borrower’s account and transmitting them to the lender. 

Mr. McLeaisn. Yes. 

The Cuamrman. Now what effect, if any, will that have on the inter- 
est that the borrower has to pay? Will he be given credit as of the 
date of payment or actually the day, or the time, that the payment is 
transmitted ? 

Mr. McLeatsu. What we had in mind, Mr. Chairman, is that if the 
borrower should make a payment in full on his installment, it would 
be applied immediately; or if he made a payment of at least $200, it 
would be applied immediately. But if we do have a number of cases 
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in which—as we have, to which there have been objections, there have 
been payments of $10 or $15 or $5 apiece, within a 90-day period—now 
it is some of those small payments that we propose to hold for 90 days. 
On a payment of a substantial amount it would be credited immedi- 
ately. 

The CuarrMan. Do you have payments that are that small? 

Mr. McLeatsu. We accept them. In other words, when they bring 
in a payment to the county oflice—and it costs $8 or $10 to make a 
credit on the books of the insurance company 

The Cuarrman. Did we not pass legislation recently that would 
authorize—perhaps that refers to some other legislation—authorize 
payment by the mortgagor in 90 days? 

Mr. McLeaisu. Our payments are actually due in 

The CHarrman (continuing). I have reference to a bill that will 
be reperted tomorrow, or will be coming up tomorrow. 

Mr. Horr. Today, I believe. 

The Cuatmman. Today. That authorizes the payments monthly. 
I did not know that you were receiving payments as small as $10. 

Mr. McLeatsu. It has been the practice in the Farmers’ Home Ad- 
ministration, when they come in, and when they have the money avail- 
able, to receive it. In other words, some of them get their payments 
from their milk checks and they get their payments every 2 abn 

The CHatrman. In other words, the interest that I was talking 
about would be negligible ? 

Mr. McLeatsu. It would not be of any consequence; no. 

Of course, the larger payments would be of consequence. 

The Cuarrman. Any further questions? 

Mr. Jounson. What will the Farmers’ Home Administration have? 
They had a mortgage before. What will they have now? 

Mr. McLexaisn. They will have a mortgage; the Government will 
have a mortgage. You see, on our direct loans where we take the loan 
from the appropriated funds, we take the mortgage in the name of the 
Government. 

Mr. Jonnson. We guarantee the bank now—all you have now is the 
security for the payment? 

Mr. McLeaisu. The bank has the mortgage now and we are pro- 
posing by this for the Government to have the mortgage. 

The Cuarrman. Mr. Hope. 

Mr. Horr. Mr. McLeaish, are you having any difficulty getting 
funds to carry out this program at the present time? 

Mr. McLeaisu. Mr. Hope, with the change in regulations that were 
made last year, we have greatly improved our commitments. For 
instance, for the fiscal year 1954, we only had $8.5 million. This year 
we have loaned $28 million of insured farm ownership loans and 
around $15 million of water facilities loans. We have found these 
difficulties, in conferring with lenders, with the Comptroller of the 
Currency and others, that if we make these changes in the act, it will 
greatly facilitate our getting additional funds for this purpose. 

Mr. Horr. You feel that you will have ample funds available if you 
get the amendment that you are requesting at the present time? 

Mr. McLeaisu. Yes; we feel so. 

Mr. Hors. Let me ask you this question: Are the local lending 
agencies given the opportunity to participate in these operations ? 
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Mr. McLeaisu. Yes, they are, both local and national, and these 
amendments are really pointed more to the local lender, because the 
local bank is limited on the amount of real estate loans they can make, 
either because of the total of their capital and surplus or because of 
the total of their time deposits. Now, these loans, under the new 
proposed formula, would not be classified as real estate loans. 

r. Horr. In the areas where you make these loans, have you had 
any system whereby you offer the opportunity to buy the note to the 
local bank first, or how do you handle that ? 

Mr. McLeaisu. Just to give you an idea of what we do, we do 
offer the local lenders an opportunity to commit—in other words, 
instead of selling loan by loan, they are asked for commitments. 

Mr. Horr. Yes. 

Mr. McLeatsu. And then we try to sell, to fill the local demand 
first. Now, to give you an idea, of the total of $45 million that we 
have insured this year, $18 million was with local lenders and $26 
million has been national lenders. 

Mr. Hops. Any local bank or financial institution that wishes to 
participate in this program has the opportunity to do so? 

Mr. McLeaisu. Ves: we welcome it. In fact, we would really 
appreciate more of that and we feel that with these changes the local 
lending institutions will come in stronger than they have been able 
to do in the past. 

Mr. Hore. When I was home last fall, after the Water Facilities 
Act was passed and provision was made for loans for water facilities, 
and conservation purposes, I know that a number of the local lending 
agencies expressed an interest in the matter. I have received no 
complaints from them, but I just wanted to be sure that they were 
given the opportunity to participate. 

Mr. McLeaisu. Yes, they are. 

The Cuarrman. Mr. Poage? 

Mr. Poage. Mr. Chairman, I do not want to condemn the bill, but 
I do think that what we are actually doing is to wipe out what we 
knew as the insured program and substituting a program of selling 
the notes to the Government, with endorsements on it. 

You are making the loan and then endorsing the notes. 

Mr. McLeatsu. That is what it would amount to, yes. 

Mr. Poace. So instead of having the program which originally was 
contemplated, and I think it was Mr. Pace who wrote this original 
insurance provision, instead of actually having local agents or national 
lending agencies going out and making aa he which he contem- 
plated, and it never worked that way, you are making the loans, and 
then, after you have taken some notes, you put a Government endorse- 
ment on it. 

That is what you are doing now, is it not, and what is proposed 
under this bill ? 

Mr. McLexaisu. Yes, and that is what we have bene doing all the 
time. The only thing is that the mortgage went along with the note. 
There have been a number of transfers of those notes, from one 
lender to another. When that takes place, Mr. Poage, you have to 
have an assignment on the record. 

Mr. Poace. I know. 

Mr. McLeaisu. That is quite cumbersome. That goes in the 
abstract and this borrower is stuck with the abstracting cost. 
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Mr. Poaae. I think there is much to be said in favor of what you 
are suggesting here. I am not criticizing it. I am trying to under- 
stand what we are doing, because we had an idea some years ago in 
this committee, and I think it was suggested by the gentleman from 
Georgia who was then an active member of this committee, that the 
thing to do was to do just what we have done on city loans, FHA loans. 
The FHA doesn’t just make the loans but a lot of people have tried 
to make the loans on city property. They turn the loans over to the 
FHA and FHA goes over those loans to see whether they meet their 
requirements and whether or not they will guarantee them. 

The Cuatrrman. Wasn’t the one objection we had in mind at the 
time we authorized these insured loans was to utilize that capital? 

Mr. Poage. I think so. I think the problem is the proposition to do 
more. To call it an insured program is getting beyond the point. It 
will not be an insured program but a direct Government lending 
program and then, after you have made the loans, you are going to 
try to sell the paper. 

Mr. McLeatsu. Actually the way we contemplate it is that we will 
have the paper sold before we make the loan. That is the way we have 
operated this past year. 

On these FHA loans, the people who make those loans at the outset 
are people who are geared up to long time lending, such as insurance 
companies. 

We we are aiming at here is to get this to where we can get local 
banks and institutions of that kind who are not geared to long time 
lending but who can take this paper without charging it up against 
their real estate ceiling. 

Mr. Poace. Doesn’t it take it out of the real estate category and 
have somebody put an endorsement’on a real estate note ? 

Mr. McLeatsu. The thing that puts it under the real estate category 
is that the lender takes the mortgage in his name. 

Mr. Srupson. Doesn’t every note in existence and every mortgage 
in existence state “Pay to Bill Jones or bearer” ? 

Mr. McLeatsu. The note saysso. That takes care of the lender. 

Mr. Simpson. The person who loans the money in the first instance 
says “or bearer” and he endorses it and the bearer has it. 

Mr. McLeatsu. Yes. Let us say the note is made to the First Na- 
tional Bank of Waco, Tex., or elsewhere. The mortgage is taken to 
secure that note and the name of the insurance fund. 

Mr. Poace. The mortgage is taken in the name of the insurance 
fund and you turn around and sell the note to the First National Bank. 
Of course, ordinarily the First National Bank would get 

Mr. McLeatsu. What happens is this: The First National Bank 
furnishes the money at the outset. We work up the docket, approve 
the loan, and then send a little notice to the First National Bank to 
poe send us a check for $15,750. That money is put in the local 
vank. The First National Bank gets the note. They get it at the 
outset. 

Mr. Poacr. They get the note? 

Mr. McLeaisu. The mortgage to secure that note is taken in the 
name of the Government to secure the Government for its guarantee. 

Mr. Poace. Obviously if the bank were dealing with anybody other 
than the Government the bank would require that it hold that mort- 


gage ¢ 
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Mr. McLxatsu. That is correct. 
~ Mr. Poser. Either that it be taken in the name of the bank or the 
mortgage be assigned to the bank, in which event it is of record, just 
= a original mortgage would be of record. It is assigned to the 
ank. 

Mr. McLeatsu. Yes. The main security the bank looks at has been 
the guaranty of the Government on the note. That is the main thing 
they look at. 

Mr. Poace. The bank, then, is not making a guaranteed loan. It is 
a Government loan. I am probably quibbling. 

Mr. Smiru. There is no difference in the way the program will 
work if this amendment is passed and the way it has been working 
since 1946 when this insured authority first became available. The 
Farmers’ Home Administration always has been selecting the appli- 
cant, working up the loan docket, deciding on what farm the loan 
will be made, and the lender furnished the money. That procedure 
still is contemplated under this amendment. 

But there is a mechanical change here. Instead of the mortgage 
running to the lender who furnishes the money the mortgage would 
run to the Government as its security in insuring the loan. That is 
the only change contemplated. 

Mr. Hore. You have just streamlined the operation; have you not? 

Mr. McLeatsu. That is right. 

Mr. Horr. The actual procedure and the effect is just the same. 

I remember very well when we passed this act originally, what Mr. 
Pace attempted to do was to set up for farmers the same type of pro- 
gram we had for homeowners in the cities, but it seems to be that what 
you are doing now is an improvement on that procedure and the 
method of operation. 

Mr. McMitxan. This proposal does not require a real-estate mort- 
gage; does it? 

r. McLeaisu. You say it does not? 

Mr. McMuian. Does this have any effect on the types of loans? 

Mr. McLeatsu. No change with regard to the general policy. 

Mr. Drxon. Did I understand you to say that the mortgage is made 
to the Government but the note to the bank ? 

Mr. McLxaisu. The note will be made to the bank. 

Mr. Dixon. When the examiner examines the paper of the bank, 
you say then that he would classify this note as a collateral note and 
not a real-estate note ? 

Mr. McLeaisu. That is what the Comptroller of the Currency has 
told us, sir, the Deputy Comptroller. 

Mr. Drxon. That would make the whole plan more flexible because 
the bank cannot pile up long time real-estate mortgages, and that 
would send more relief to the farmers. 

Mr. McLeatsn. That is right. It would let the local banker par- 
ticipate to a greater extent. 

Mr. Dixon. The bank examiners would give the banks a clean bill 
of health. 

Mr. MoLxatsn. That is correct. 

The Cuarrman. Mr. Watts? 

Mr. Warrs. The proposition sounds good to me. The bank merely 
accepts the guaranteed note which the borrower executes, and the Gov- 
ernment guarantees the payment of it. 
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Mr. McLeatsu. That is right. 

Mr. Warts. The only liability so far as the mortgage is concerned 
is in the event the borrower fails to pay the note. Then the Govern- 
ment has the mortgage to secure it. 

Mr. McLexatsu. That is right. In other words, it is really a step 
ahead. Under the present deal with the lender holding the mortgage 
and the note guaranteed the Government would have to pick up the 
note and then have the mortgage transferred back to the Government, 
and then foreclose, if foreclosure were necessary. 

With this thing, all that is necessary is that the lender has a note, 
the Government has a mortgage. The Government can take back the 
note and the Government would have the note and mortgage both. 
It is simplified. 

Mr. Warrs. The Government can step in and pay the lender off ? 

Mr. McLezatsu. That is right. 

Mr. Warts. And then brings suit for foreclosure of the mortgage 
on the basis of the guaranty ? 

Mr. McLeatsu. That is correct. 

Mr. Warts. Does this in any way involve any change in the interest 
rates on any of the loans? 

Mr. McLeatsu. No, sir. It doesn’t change any of the basic pro- 
visions of the transaction with the borrower. In other words; the 
interest rate remains the same. We are limited by law as to the in- 
terest rate. 

The Cuatrman. Mr. King? 

Mr. Kine. Mr. McLeaish, two short questions. What is now the 
approximate total of loans ? 


Mr. Smrru. Approximately $100 million. 
Mr. Kine. I understand it costs in excess of $25 million a year just 
to administer this program? 
Mr. McLeatsn. That is correct. 
Mr. Kine. This bill which essentially is merely providing for sim- 
1 


So of procedures would help hold down that administrative 
cost 

Mr. McLeaisu. Either hold down the administrative cost or allow 
us to make more loans with the same administrative costs. 

In answer to your first question, all types of loans we made last year 
a close to $300 million. That is not only this type of loan but all 
oans. 

Mr. Kine. What is the difference between the $100 million and the 
$300 million ? 

Mr. McLeatsu. $100 million I think Mr. Smith had reference to, 
insured commitments, 

Mr. Kine. Money extended by the entire administration was $300 
million ? 

Mr. McLeatsu. That is right. 

Mr. Kine. Do you have any idea as to what portion of this $300 
million the Government will ever get back ? 

Mr. McLeaisH. According to my accountants we will get it all 
back. The only thing we will fail to collect, perhaps, will be the 
interest. That is according to my estimates. 

Mr. Kine. According to present records which are always changed 
by changes and expansions of loans? 

Mr. McLeaisu. That is right. 
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Mr. Kine. You really don’t know how much loss there is actually? 

Mr. McLeatsu. On this type of loan we are talking of here, the farm 
ownership loan, collections have been 99.6 percent of maturities. In 
other words, they are paid off when due. 

Mr. Kine. That is as of the $100 million? 

Mr. McLeaisu. Yes. 

Mr. Kine. Where the risk involves the $200 million amount? 

Mr. McLeaisu. That is ri 

Mr. Kine. Anyway, this als minimize the administrative cost? 

Mr. McLeatsn. Yes, sir. 

The Carman. Mr. Johnson ? 

Mr. Jounson. It seemed to me that the note and mortgage would 
have to be made out to the same individual. You couldn’t have the 
note made out to one person and the mortgage the other. 

The Cuatrman. How about that? 

Mr. McLeatsu. We have had our lawyers advise us on that, sir. 

Mr. Laren. In your statement you make this retroactive on notes 
that you already have processed ? 

Mr. McLeatsu. That would be to insured mortgages already made; 

es. 
: Mr. Latrp. In this provision you make it so you can recall those 
mortgages? 

Mr. McLeatsu. What we would do in that ¢ase is to have the origmal 
holder of the mortgage assign it back to us. 

Mr. Larrp. It would seem to me this paper is more attractive than 
the paper secured by the mortgage. 

r. McLeatsn. ra sir, ~ to a local banker. 


Mr. Larrp. Wouldn’t you be able to get a better rate on that? 


Mr. McLeaisu. We have that in mind. 

Mr. Larrp. You will be able to get a better rate? 

Mr. McLeatsu. Yes, sir. 

Mr. Larrp. And in the long run it will save money for the borrower? 

Mr. McLeatsu. Save money for the borrower. 

Of course, we have a ceiling of 4 percent to the banker now. Weare 
operating at three and a half. We would have to float with 

Mr. Larrp. That is an important consideration. You are making 
the better paper available to the lender. 

Mr. McLeaisu. Making something close to a Government bond 
available to the lender now out of this provision. 

The Cuamman. Mr. Hope? 

Mr. Horr. You have a differential of 1 percent, do you, to take care 
of the insurance and cost of the operation ? 

Mr. McLeatsn. That is correct, 1 percent as fixed in the statute. 

Mr. Horr. From your experience so far the 1 percent will take care 
of the insurance as well as the operating cost ? 

Mr. McLeatsu. It has done very well up to now. 

Mr. Horr. Do you anticipate there will be no cost to the Govern- 
ment in this type of loan? 

Mr. McLeaisu. Half of 1 percent doesn’t exactly take care of the 
administrative cost except when you consider it as an adjunct to all of 
the other operations of the agency. It is a contribution. 

Mr. Horr. Does your present experience bear out the thought that 
this will pay its own way? 

Mr. McLeatsu. Come very close to it, Mr. Hope. 
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The Cuarmman. Do you have different rates of interest applying to 
different loans made at different times? Do you have some 5 percent 
loans and 3 percent loans? 

Mr. McLeaisH. Under this particular statute? We have different 
rates as of now. 

The Cuarrman. I know that you do on your different types of loans. 

Mr. McLxaisu. Yes. 

The Cuarrman. When you reduce the FHA loans to 3 percent in the 
future, you would still have some at 5 percent and some at 3? 

Mr. McLeaisu. Four percent is as high as we can go. 

The Cuarrman. I mean 4 and 34 

Mr. McLeaisu. As loans have been made under the statute, we 
could go to two and a half percent; that is way back in the past. 

The Cuarman. Land purchase loans? 

Mr. McLexaisu. Yes. Some have been made at 3 percent, being 4 
percent to the borrower, adding the 1 percent on to the 3. At the 
poet time we are making loans at three and a half percent to the 
ender plus the 1 percent, which makes four and a half percent which 
the borrower pays. 

The Cuarrman. Any further questions? 

Mr. Jounson. Under that policy the bank would be getting 1 per- 
cent less than what the Government gets. Is that right? 

Mr. McLxaisn. That is correct. 

The Cuarrman. Thank you very much 
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THURSDAY, JULY 14, 1955 


House or REPRESENTATIVES, 
SUBCOMMITTEE ON COTTON OF THE 
CoMMITTEE ON AGRICULTURE, 
Washington, D. C. 


The subcommittee met at 3:50 p. m., pursuant to call, in room 1308, 
New House Office Building, Hon. E. C. Gathings (chairman of the 
subcommittee) presiding. 

Mr. Gatuines. The committee will come to order. We can start 
and Mr. Poage and Mr. Abernethy will be in shortly. 

I would like Mr. Rhodes to have a seat and give us the benefit of 
his thinking on H. R. 7252, recently introduced, commonly called the 
substitute bill. 

(The substitute bill referred to follows :) 


{H. R. 7252, 84th Cong., 1st sess.] 


A BILL To permit sale of Commodity Credit Corporation stock of basic and storable non- 
basic agricultural commodities without restriction where similar commodities are 
exported in raw or processed form 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 407 of the Agricultural Act of 
1949, as amended, is amended by adding at the end of such section the following: 
“For the purpose of this section, sales for export shall not only include sales made 
on condition that the identical commodities sold be exported, but shall also 
include sales made on condition that commodities of the same kind and of 
comparable value or quantity be exported, either in raw or processed form.” 


STATEMENT OF F. MARION RHODES, DIRECTOR, COTTON DIVI- 
SION, COMMODITY STABILIZATION SERVICE, DEPARTMENT OF 
AGRICULTURE 


Mr. Ruopes. Mr. Chairman, I have not actually seen the print of 
that bill but I understand it is verbatim with 7120. 

Mr. Gatuines. It is the identical companion bill. 

Mr. Ruopes. The Department does not have any prepared state- 
ment due to shortage of time in appearing before the committee. 

Mr. Gatuines. I would like to suggest at this time that Mr. McCon- 
nell called me shortly after noon and said he would like to be here 
but that he thought that you were so thoroughly familiar with the 
subject and that you could answer anything that may be raised on 
any point. He said that he had so many appointments that he would 
prefer not to come unless it was necessary. 

Mr. Ruopes. I knew that he originally intended to get here but 
some other things came up. 
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I am very glad to have the opportunity to appear on this bill be- 
cause the Department not only thinks that it would be of material 
advantage but we think it is practically a necessity to have this clari- 
fying and amending legislation to make any cotton sales program 
effective. 

H. R. 7252 would amend section 407 of the Agricultural Act of 1949, 
as amended, by providing that for purposes of section 407 sales for 
export may include not only sales on condition that the identical com- 
modity sold be exported but also include sales made on condition that 
commodities of the same kind and of comparable value or quantity 
be exported either in raw or processed form. 

Section 407, as presently in the law, does not provide a specific 
minimum price standard applicable to export sales. 

Adoption of H. R, 7252 would provide the Department with addi- 
tional latitude in this export sales operation and would be of assist- 
ance in the disposition of our surpluses abroad. 

Experience has shown that those grades or qualities of commodi- 
ties frequently most desired by our foreign customers are not always 
those which the Department has in its inventories. The adoption of 
this provision would permit the substitution by the private trade of 
those grades or qualities which are desired and which they may have 
in their inventories, 

This bill would also make it possible to permit exporters to make 
immediate sales of commodities from private stocks and later pur- 
chase commodities of the same kind and of comparable value or quan- 
tity from the Commodity Credit Corporation. This would permit 
the sale of commodities already stored at a port or in a position to 
move in a hurry whereas commodities in Government stocks of the 
desired quantities or qualities might not be in such favorable position 
or location. 

Use of the additional authority which the bill would provide would, 
of course, be discretionary with the Secretary and the Secretary would 
be free to require as appears appropriate for any commodity the ex- 
port of the identical commodity or the export of the same kind of 
commodity either on the basis of comparable value or of comparable 
quantity. 

Mr, Oyaaies I wonder whether or not your Solicitor has passed 
on that point as to whether or not it is necessary under the present 
law that you export the identical commodity ? 

Mr. Ruopes. In response to that, Mr. Chairman, I would have to 
say that the Solicitor has not been formally requested to issue what 
we call an opinion, but in informal discussions where we have dis- 
cussed this matter among the officials of the Department as well as 
with members of the tritle. they have left the impression quite defi- 


an that their present interpretation would be that it was intended 


by Congress that they would have to ship the identical commodity. 

There is a technical difference between the formal opinion issued 
by the Solicitor, as you know, and informal opinions which they issue 
to us when we ask for an answer right off the bat. But in view of all 
of these matters, these points that have been raised, we feel it is highly 
desirable and we think it is a necessity to get this point charet up 
in this session of Congress so that we will be able to carry on an effec- 
tive export program. 
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That, in short, is our position on the bill. 

I would be glad to try and answer any questions if there are any. 

Mr. Garutnes. I would just like to ask you whether or not there 
is a written report on this legislation. 

Mr. Ruopes. Yes, sir, I am under the impression that a written re- 
port came up to the committee this morning. 

Mr. Gatrurnes. I wish you would go into a little more detail as to 
the actual value of this legislation in moving our stocks of cotton 
into export. You touched on it, but not fully. 

Mr. Ruopes. I think we could probably make the point clearer by 
assuming that, for instance, we instituted a cotton export program 
where you had maybe a different price for export purposes than the 
price which was required to use for domestic sales under the present 
legislation, which is 105 percent plus reasonable carrying charges. If 
that kind of a program is put into effect and we put our cotton on sale, 
the American shippers could come in and buy cotton from us to fill 
their export demand but they would be required, as we presently in- 
terpret the law, to ship the identical bales which they bought from 
Commodity Credit Corporation. 

I think it is generally recognized by everyone that cotton classing 
is not an exact science, that if any shipper came in and bought a thous- 
and bales of cotton from Commodity Credit Corporation that that 
identical thousand bales would probably not fit into the exact sale 
which he was to make. Depending on the given group of cotton, 
maybe 500, 600, 700 of those bales would be the exact type that his 
buyer wanted, but in most any purchase of cotton, there would be some 
cotton in there that would not quite fit into that particular sale. That 
would then mean that the shipper would have that cotton left on his 
own hands and would have to try to work it off on some future sale. 

Mr. Gatuines. Mr. Hagen. 

Mr. Hagen. Those future sales would have to be export sales? 

Mr. Ruopes. Yes, sir, which would make it very difficult for an 
average or small shipper to put enough money into this cotton and 
hold it until he Soiamad someone else wanting to buy the particular type 
of cotton that he had there. That is the reason that the big shippers 
could do it better than the smaller shippers because they have more 
sales and they can put these various odd bales off into another group 
aoe they get what they call an even running lot, and then sell that 
ot. 

Mr. Chairman, it would also complicate the keeping of records and 
that type of thing if you had to follow each individual bale and see 
that that individual bale was sold. 

If we had H. R. 7252 passed, all we would have to do is see that the 
American buyer that bought cotton from Commodity Credit Corpora- 
tion exported the same number of bales. If he bought 1,000 bales 
from us and could prove that he exported 1,000 bales, that would be 
all that was required. 

He would not have to prove that he exported the individual bale in 
each instance. 

Mr. Garuines. Would that assist you in disposing of the various 
classes and staples of cotton that you have—any one in particular or 
across the board ? 
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Mr. Ruopes. We feel that it is essential across the board. We think 
that in order to operate an efficient, effective export sales program that, 
where you have a different price for export purposes from what you 
have for domestic purposes, this type of legislation is absolutely 
essential. 

Mr. Garuines. Are there any questions? 

Mr. Hagen. Just take the 1 case where the shipper purchased from 
you 1,000 bales and it turned out that, we will say, 100 of them were 
not the quality that his buyer desired. As I understand it, presently 
he cannot turn those bales back to you. Nor can he sell them in the 
domestic market. 

Mr. Ruopes. He could not sell them in the domestic market. 

Mr. Hagen. Under this proposal, he would be permitted to sell them 
in the domestic market ? 

Mr. Ruopes. He would be permitted to sell them in the domestic 
market after he had shipped 1,000 bales. He might have 100 bales in 
his own stock that he could substitute for the 100 that do not fit, and 
he would have 100 which he bought from us to go into his own stock. 

Mr. Bexicuer. That is, the same quality. 

Mr. Hagen. These bales which we will call inferior, does he have to 
sell them at the export price? 

Mr. Ruopes, He aa sell them at any price because he has substi- 


tuted an equal number of bales. All we would be requiring is that the 
same quantity, which we have interpreted to be the number of bales, 
and not pounds, moved into the export market. 

Mr. Hagen. Could he start out without buying any bales of cotton 
from you? Would this first example be the only one involved? Could 


he ever start out buying free-market cotton and shipping it abroad, 
and then buying a quantity of cotton from you subsequently at the 
export price and selling it at any price in the domestic market; could 
he? 

Mr. Ruoprs. From a practical standpoint, I do not think that would 
be apt to happen, because we are starting off with the assumption that 
the export price is below the domestic price. 

I think it is conceivable that he might have an urgent call where he 
can move a small amount of cotton and happen to have a small amount 
on hand that he could even do that. 

Mr. Beicuer. He would have to pay more for it if he went out and 
bought it. He might ship 50 bales if he had it and turn around and 
buy 50 bales at the export price, but it is to his advantage to not ever 
buy it on the open market if he can buy it from the Commodity Credit 
Corporation. 

Mr. Hagen. That is all. 

Mr. Gatruines. Mr. Abernethy. 

Mr. Aserneruy. I have no questions. 

Mr. Gatutnes. Thank you very much, Mr. Rhodes, 

At this point in the record, I would like to ask that the report of 
the Department of Agriculture, dated July 14, directed to Harold D. 
Cooley, chairman of the Committee on Agriculture, be put in the 
record. 

(The report referred to follows :) 
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DEPARTMENT OF AGRICULTURE, 
Washington, D. C., July 14, 1955. 
Hon. Haroip D. Coo.ry, 
Chairman, Committee on Agriculture, 
House of Representatives. 

DEAR CONGRESSMAN COOLEY: This is in reply to your oral request for a report 
on H. R. 7252, a bill to permit sale of Commodity Credit Corporation stocks of 
basic and storable nonbasi¢c agricultural commodities without restriction where 
similar commodities are exported in raw or processed form. 

The Department recommends that H. R. 7252 be enacted. 

H. R. 7252 would amend section 407 of the Agricultural Act of 1949 as amended. 
It provides that, for purposes of section 407, sales for export may include not 
only sales made on condition that the identical commodity sold be exported, but 
also include sales made on condition that commodities of the same kind and 
of comparable value or quantity be exported, either in raw or processed form. 

The provisions of H. R. 7252 would facilitate the export sales operations of 
the Department and would be of assistance in the disposition of our surpluses 
abroad. Experience has shown that those grades or qualities of commodities 
frequently most desired by our foreign customers are not always those which 
the Department has in inventory. The provisions of H. R. 7252 would expressly 
authorize the substitution by the private trade of those grades or qualities which 
are desired. 

Use of such authority would, of course, be discretionary with the Secretary, 
and the Secretary would be free to require, as appeals appropriate for any com- 
modity, the export of the identical commodity, or the export of the same kind of 
commodity either on the basis of comparable value, or of comparable quantity. 

In view of the request that this report be submitted immediately, we have not 
obtained advice from the Bureau of the Budget as to the relationship of this 
proposed legislation to the program of the President. 

Sincerely yours, 
J. A. McConneE Lt, 
Assistant Secretary. 


Mr, Apernetuy. Has the Senate passed this bill ? 

Mr. Garutnes. No. 

I would like to hear from Mr. Sid Y. West, Memphis, Tenn. He is 
from the Advisory Council on Cotton. It just happened that Mr. 
West is in the city and we are proud, indeed, that he consented to come 
and give us his views. He has been in the cotton business in the city 
of Memphis for many years. 

We are delighted to have you. 


STATEMENT OF SID Y. WEST, MEMPHIS, TENN., MEMBER OF 
COTTON EXPORT ADVISORY COMMITTEE 


Mr. Wesr. Thank you, Mr. Chairman. 

I am a cotton exporter largely and do a little domestic business. 
Mr. Rhodes has outlined some of the advantages of this legislation. 
I am a small dealer. We buy a thousand bales from the Commodity 
Credit Corporation for export and the only way we could get an export 
order from the Commodity Credit Corporation is selling cotton 
cheaper for export than it will sell domestically. I have to buy it 
from the Commodity Credit Corporation because the price would 
make me have a serious loess if I took the business without knowing 
where I was going to get it. 

Mr. Rhodes’ statement about the desirability of having the cotton 
for quick shipment is quite important. The stocks of the cotton in 
the consuming centers of the world are very small. Every one has 
been waiting to see when we are going to start to sell cotton again and 
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your demand that you get now is for immediate stock. You cannot 
wait to get it from the Commodity Credit Corporation. 

There is just this very business of getting it into your own hands 
that is slow. If you have it at a port you can send it in the next 
steamer. 

Mr. Gatuines. It will be a considerable saving in time, 

Mr. Wesr. Yes; and I cannot get an order except for immediate 
movement, and that probably will be the way it will be. Now, we will 
sell 1,000 bales of cotton to some customer abroad. We will sell it on 
the description of the universal standards and staples. 

We sell a great deal of it against private type where a sample rep- 
resents everything that that buyer thinks he needs to make a shirt, 
for example. 

Then we buy from the Commodity Credit Corporation some qual- 
ity that we think they have that matches this sample that we have 
established with that man. Even if he took the 1,000 bales out of my 
home stock they would not all match that particular type. I would 
have bales that were better and bales that were worse. You would 
have the same thing from the Commodity Credit Corporation more 
so than you would out of your own private stock, because your classer 
is trained to class that particular sort of thing. If I buy 1,000 bales 
from the Commodity Credit Corporation on -reclass,: that is reclass 
by the Commodity Credit Corporation classes, on cotton better than 
the contract I pay them the premium, the difference between that. 

If I apply this cotton on the contract, I have lost that much money. 
Tf the cotton is worse they pay me the loss that I have sustained, based 
on the difference. I would find myself possessed of that part of that 
thousand bales that was too low to ship with a contract with the 
United States Government to ship that cotton export. I might not 
be able to find a market. T have got to find a market where I have 
to pay 105 percent of parity and in the meantime I am still hooked 
with this part of that thousand bales which I have to go into the open 
market and find. 

Unless this bill goes through, in my humble opinion it will be prac- 
tically impossible to sell if I must ship the identical bale that I buy. 

It will be very difficult for the Commodity Credit Corporation to 
sell its cotton. Only a few big people can go part of the way, but they, 
too, will get clogged up after a while. 

There is no windfall for me. It just makes the thing more salable. 
If the Commodity Credit Corporation was in a position where they 
could take back the cotton that did not fit, both the too good and 
too bad, you might not need it, but that is impossible to visualize 
how they could handle the matter that way. 

I will be glad to try to answer any questions if any of you have 
them. 

I am fortunate enough, or unfortunate enough, as the case may 
be, depending on the way you look at it to be on the Cotton Export 
Advisory Committee and that is the reason T am in Washington. 

I do not think I am betraying any secret when I tell you that the 
whole committee recommended this and I think that if they were here 
each one of them would tell you what I have told you. Not all of them 
are cotton shippers. There are producers and other folks. 
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Mr. Garurnes. I have a letter from you, Mr. West, dated July 8, in 
which you tell the story very well, but I believe your testimony goes 
into more detail and is more convincing even than your letter. 

Mr. West. Thank you. 

Mr. Garuines. Are there any questions? 

Thank you very much. 


Mr. Flautt? 


STATEMENT OF J. R. FLAUTT, SWAN LAKE, MISS., MEMBER, COTTON 
EXPORT ADVISORY COMMITTEE 


Mr. Fiautr. I am J. R. Flautt from Swan Lake, Miss. I am a 
member of the Cotton Export Advisory Committee. We have been 
in session here 2 days. I am not a cotton merchant. I am a cotton 
producer and know nothing about the merchandising of cotton. 

This committee consists of 8 members, and I happen to be the 1 pro- 
ducer member on the committee. The rest are cotton merchants or 
cotton shippers. 

I do know that it is the consensus of opinion of every man on the 
committee that this bill, H. R. 7252, is very desirable. I know that the 
Department of Agriculture would like to see this. 

I do not think there is any use for me to go into the plight of the 
producer with all this surplus hanging over our head, but anything 
that we can do as producers or shippers to help dispose of this surplus 
of cotton, which the Commodity Credit Corporation now owns, will 
work to the advantage of the economy of the entire Cotton Belt. 

We are confronted with the problem of a big surplus building up 
here. We are on a restricted-acreage basis about as low as we can go 
and unless we can dispose of this surplus and increase our plantings 
of cotton, why, I think we are just going to have to go out of business. 

We are a natural cotton country. We can raise other things but 
when we do raise soybeans and corn and things like that, we are going 
into competition with areas in the Middle West and areas that cannot 
produce anything except corn, soybeans, and small grain. We can 
produce anything in our country but I think it is a very bad condition 
when we have to take our land out of cotton and go into competition 
with those crops in the Middle West and other areas that cannot grow 
any other crops except those crops. 

I do not think it is a healthy condition. 

We believe that by passing this H. R. 7252, that it would very much 
help the moving of this cotton surplus. 

Mr. Garutines. Did I understand you to say that the feeling among 
the advisory group is unanimous in behalf of legislation of this kind? 

Mr. Fuavuttr. That is right; yes, sir. 

Mr. Gatuines. You feel it will expedite the movement of cotton. 

Are there any questions? 

Mr. Hagen. As I understand, the only possible objectors to this 
would be the cotton mills. 

Mr. Fiautt. No; the cotton mills would not object. 

Mr. Asnernetuy. I do not think there is any quarrel from any source 
on this bill. 

Mr. Fiavutr. It would be just clearing up language. As Mr. Rhodes 
said, I do not believe the Solicitor has made an opinion but it is just a 
matter of tradition the way it has been handled over the years and 
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there is a technicality that they do not know how to get around. They 
do not want to break the law. We cannot say whether there is penalty 
to it but we would like to get the technicality out of the way and clear 
up the law. 

Mr. Garuines. I wanted to ask Mr. Rhodes about the Surplus Dis- 
posal Act of 1954. Maybe I could ask our counsel, Mr. Heimburger, 
whether the act we passed last year on disposal of surplus commodities 
carried a provision that you need not export the identical bale or 
commodity. 

Mr. Hermpurcer. Yes; it did, Mr. Chairman, and at first that pro- 
vision required that the exporter must replace from Commodity 
Credit stocks the identical type of commodity he exported as to grade 
andsoon. However, that provision was taken out of the act this year, 
so that now it is wide open and there is no requirement that the ex- 
porter must even replace his stocks from Commodity Credit Corpora- 
tion stocks to do business under Public Law 480. That involves only, 
as you are fully aware, sales for foreign currency. 

Mr. Chairman, were you finished with Mr. Rhodes? 

Mr. Garuines. That was the only thing I had in mind. 

Mr. Hermpvurcer. To be sure I understand what this is about, since I 
am going to write a report on this bill, may I ask Mr. Rhodes a 
question ¢ 

Mr. Garuines. Surely. 

Mr. Hermepurcer. This amends 407 which says that the Secretary 
may sell any surplus commodity in the hands of the Commodity Credit 
Corporation at any price not prohibited by this section. One of the 
permitted exemptions to the sales price is for export. This simply 
“pees the definition of the words “for export.” Is that correct ? 

Mr. Ruopgs. The present wording in section 407 provides that— 

The Corporation shall not sell any basic agricultural commodity or storable 
nonbasic commodity at less than 5 percent above the current support price for 
such commodity plus reasonable carrying charges. 

Then it makes a number of exceptions. One of those exceptions that 
it makes is: “Sales for export.” 

Now, up to this time the only interpretation we have been able to get 
from the Solicitor’s office is that section 407 exception for sales for ex- 
port provides that you would make the sale for export. Therefore, 
what you sold would have to go to export. In other words, if you sold 
1,000 bales of cotton to a shipper for export, he would have to ship the 
1,000 bales as bought. That is what we are trying to get around here. 

Mr. Hermpurcer. This changes the thing so that the exporter can 
now go onto theexport market with cotton of his own, knowing what 
Commodity Credit’s export price is. If he sells 1,000 bales on the 
market he can under the provision that you are proposing here, go to 
Commodity Credit Corporation and say, “I have sold 1,000 bales of 
cotton for export. Now I want to buy 1,000 bales at your export 
price.” Is that correct? 

Mr. Ruopes. I think that is correct. I would rather put it im the 
reverse. 

Mr. Hermevurcer. Could it happen that way, though ? 

Mr. Ruopes. I think it could but that is a legal question that I will 
have to refer to the Solicitor’s office. 

If you put it the other way around, when we sell, the only require- 
ment that we would be confronted with after the passage of this law 
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is that the buyer submitted proof that he exported the same quantity 
of cotton which he bought from us, 

As to the date and hour that that sale would have had to have 
been made, I would not be prepared to say from the technical stand- 
point how that would have to be decided, but my opinion would be 
that subsequent to the time this law is passed that it would work that 


way. 

t think, as one of the previous witnesses, Mr. West, indicated, in 
sees the shipper will buy the cotton in most cases before he will 

exporting cotton that he bought at a much higher price. 

Mr. West. In a matter of common practice, to get sales abroad in 
competition with the tremendous outside growth which is yelling for 
markets, I have to buy it cheaper than the loan price. I have to, or I 
cannot sell. They will buy the other man’s cotton from Pakistan or 
Lord knows where. 

As a matter of practice, I am going to put it up to the Commodity 
Credit; and, if they do not sell, neither will I. 

Mr. Hermepurcer. As a practical matter, you anticipate that you 
will try to sell cotton that you believe Commodity does have on hand ? 

Mr. West. No; it is not a question; of course, I would prefer to 
sell the cotton that they have on hand where I will be able to take that 
thousand bales I buy from them and apply it on that order which I 
have, but if I am obligated to do that, I cannot do it because the cotton 
does not run uniform enough to handle it. 

Mr. Hermeurcer. This is what you would like to do. 

Mr. West. That is the cheapest way to handle it; yes. 

Mr. Hermesurcer. I suppose you testified on that. I happened to 
be in another meeting. 

What is the effect of these last half dozen words here, “either in raw 
or processed form”? Does that mean that a producer of cotton cloth 
who is now selling in export will be entitled to purchase from the 
Commodity Credit Corporation at its export sales price an amount of 
cotton equivalent to his total exports? 

Mr. Ruopes. Yes; it is my understanding that an American mill 
who exported equivalent of 1,000 bales of cotton in yarn or cloth 
would be entitled to purchase an equal quantity of cotton at the ex- 
port price. 

Mr. Hermeurcer. I think that answers my questions. 

Mr. Garuines. Mr. Poage, we have heard from all three of these 
gentlemen and quite a number of questions have been asked. 

I wondered if you would like to enter the discussion. 

Mr. Poage. I have seen this bill before and, frankly, I discussed 
it yesterday with Mr. Flemming. There is this phase about which 
you wonder: Down at the end you are saying that it will be all right 
to buy this provided that the same kind and comparable value or 
quality be exported either in raw or processed form. I wonder if this 
bill can be used as a vehicle to enable some cotton traders to get out of 
the Commodity Credit Corporation stocks the types of cotton they 
want or the staple length they want. They cannot get types, as I 
understand it, out of Commodity Credit Corporation, but they can 
get staple lengths out of Commodity Credit Corporation. 

You will accept a bid on the basis of, let us say, fifteen-sixteenths 
or 1%» inch, and if I want 1,000 bales of 1145 inch, I go and buy 
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and get that from you. It may be a harsh cotton when I want soft. 
Can I then take that thousand bales and dispose of them to a mill 
over in North Carolina which wants that cotton and then pick up 1,000 
bales of seven-eighths and send that abroad and comply with the re- 
quirements of this bill? 

Mr. Ruopes. Yes. 

Mr. Poacr. It seems to me that this is the danger of this bill and the 
only danger that I see. I think that pee the bill is thoroughly 

ood. Why should we pass any legislation that is going to enable a 
Capel of-folks to milk the Commodity Credit stocks and export some- 
thing else because there is going to be a substantial profit made in that 
sort of deal, as I see it. 

Mr. Garuines. Mr. West. 

Mr. West. You can answer if you want to, Mr. Rhodes. 

If I buy 1,000 bales of 1445 inch from the Commodity Credit Cor- 
poration, I have to bid for that cotton, and I say I am going to export 
1,000 bales of cotton. Then I find the sale abroad for some Middling 
seven-eighths, I cannot buy 1,000 bales of Middling seven-eighths 
from the Commodity Credit Corporation unless I am going to export 
2,000 bales. 

Mr. Poage. So you buy the thousand bales, we will say, from Mr. 
Gathings, 

Mr. West. If he has it. It is hard to say, but I would try. I 
would have to pay for that Middling seven-eighths cotton that I 
bought in the open market a price higher than I would have to pay 
for the Middling seven-eighths that I bought from the ommnedity 
Credit Corporation if they are underselling. 

Mr. Poace. You would at present practice, but you do not know how 
long this would last. 

Mr. West. The present practices are that I cannot buy it from them 
except at 105 percent of the support price plus carrying charges which 
makes it too high compared with foreign growths. 

Mr. Poage. I thought that that was exactly what we were allowing is 
the exportation plus. . 

Mr. West. That is what they plan. The fact that I bought from the 
Commodity Credit Corporation to make it a little plainer, a better 
quality than I sold abroad and sold that better quality to the Carolina 
mill and then went into open market and bought the poorer quality 
that I sold abroad, I would probably be paying more for that Middling 
seven-eighths in the open market than I had bought my Middling 
1145 for from the Commodity Credit Corporation at the export price, 
and I would be selling that Middling seven-eighths for export at less 
a than I paid for it in the open market and it would be a loss 
there. 

I would have a nice profit there on the Middling 14%45. In that way 
we would get into consumption somewhere in the world either in the 
Carolinas or abroad 2,000 bales of cotton. There is no way to make an 
inordinate profit out of this, as I see it. 
_ Mr. Poage. I guess you are probably right. It would put 2,000 bales 
in use. 

Mr. West. I would make too much money on the 32 but I would 
— a loss on the other and my profit would, I hope, be a profit and not 
a loss. 





MISCELLANEOUS HEARINGS 113 


Mr. Hermpurcer. May I see if I understand this, Mr. West? 

Assuming that the Commodity Credit Corporation prices are right, 
in other words, that their domestic sales price is pretty close to the do- 
mestic market and that their export sales price at whatever they set 
it is a reasonable sales price. 

Mr. Wesv. For export. 

Mr. Hermpurcer. You have bought now this 1,000 bales of good 
staple length cotton from Commodity at the export price with, we will 
say, no intention of exporting that particular thousand bales. You 
will sell it to the Carolina mill at the domestic market price? 

Mr. West. That is right. 

Mr. Hermpurcer. Now, you do have to export 1,000 bales. 

Mr. West. That is right. 

Mr. Hermpurcer. So you go out and buy a thousand bales at the 
domestic market price of %-inch cotton. Obviously, you cannot sell 
it abroad at. any higher price than that at which they can go directly 
to Commodity and buy %-inch cotton. 

Mr. West. That is correct. 

Mr. Hermepurcer. So, what I am trying to clarify in my own mind 
is that you are really limited at both ends of your scale, the price that 
you receive for the Guster grade of cotton and what you get from the 
seven-eighths in export by Commodity’s own sales program. 

Mr. West. That is correct, both that domestic and export sales 
program and, on the domestic end of it, plus the competition of the 
new crop cotton that I might be able to buy. 

Mr. Hermevurcer. So if their sales price is right, there probably 
would not be, as you pessimistically surmise, an inordinate profit. 


Mr. West. Yes. 


Mr. Fravutr. Mr. Poage, this bill is just a vehicle to expedite the 
surplus of American cotton and the es thinks, and I am a 


producer and we think, that anything that will help consume or get 
this cotton into consumption, is worth maybe a little bit of profit to 
the fellow that handles it. 

The main thing is that we have to dispose of this cotton and get 
it out of the surplus. That is the reason we favor this bill. 

Mr. West. It might be interesting to you to know, Mr. Poage, that 
both of us are on the Cotton Export Advisory Committee to the Secre- 
tary, and that whole group agreed on the necessity of this bill. 

I think the general opinion was just about what we both have out- 
lined here. 

Mr. Poaae. I think it is good providing that you do not have to 
export the same cotton that you buy. 

I think it is utterly impossible to buy from the Commodity Credit 
Corporation the same thing that you will sell. You will sell 1,000 
bales of cotton and that man will want a soft cotton or hard or he 
might want spots or would not take spots. You get the staple length 
from Commodity Credit Corporation and you get the class, Middling 
or Middling Strict, or whatever you buy, but beyond that you are not 
going to get it from Commodity Credit Corporation, as I understand. 

Mr. West. They cannot make those differences that we, as commer- 
cial dealers, have to make, 
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Mr. Poacs. That is right, and consequently you buy 1,000 bales from 
them and are selling 1,000 bales in Germany and you find that you 
cannot deliver but 600 of the 1,000 that you bought, and you have to 
buy some cotton. 

Mr. West. I have still got to sell that 400, if and when I am going 
to be able to do that. It is impossible. 

Mr. Poage. I think I fully understand the desirability of the bill. 

Mr. Gatuines. Are there any further questions? 

If not, we will go into executive session. 

(Whereupon, at 4:40 p. m., the committee proceeded to executive 
session. ) 
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FRIDAY, JULY 22, 1955 


House or REPRESENTATIVES, 
Comm™opiry SUBCOMMITTEE ON CoTToN 
OF THE COMMITTEE ON AGRICULTURE, 
Washington, D. C. 

The subcommittee met, pursuant to notice, at 10:10 a. m., in room 
1310, New House Office Building, Hon. E. C. Gathings presiding. 

Present: Representatives Gathings (presiding), Poage, and Aber- 
nethy. 

Also present: Representatives Hagen, Jones (Missouri), McIntire, 
and Whitten. 

Mr. Garuines. The hearing will come to order. 

The purpose of this meeting is to look into the advisability of leg- 
islation at this session with respect to amending section 407 of the 
Agricultural Act of 1949, having to do with excess stocks of Com- 
modity Credit Corporation cotton. 

So that the record may be complete, we will have that copied into 
the record at this point. 

Sec. 407 is as follows :) 

Ec. 407. The Commodity Credit Corporation may sell any farm 
commodity owned or controlled by it at any price not prohibited by 
this section. In determining sales policies for basic agricultural com- 
modities or storable nonbasic commodities, the Corporation should 
give consideration to the establishing of such policies with respect to 
prices, terms, and conditions as it determines will not discourage or 
deter manufacturers, processors, and dealers from acquiring and car- 
rying normal inventories of the commodity of the current crop. 

The Corporation shall not sell any basic agricultural commodity 
or storable nonbasic commodity at less than five per centum above the 
current support price for such commodity, plus reasonable carrying 
charges. 

The foregoing restrictions shall not apply to (A) sales for new or 
byproduct uses; (B) sales of peanuts and oilseeds for the extraction of 
oil; (C) sales for seed or feed if such sales will not substantially impair 
any price-support program ; (D) sales of commodities which have sub- 
stantially deteriorated in quality or as to which there is a danger of 
loss or waste through deterioration or spoilage; (FE) sales for the pur- 
pose of establishing claims arising out of contract or against persons 
who have committed fraud, misrepresentation, or other wrongful acts 
with respect to the commodity; (F) sales for export; (G) sales of 
wool; and (H) sales for other than primary uses. 


Notwithstanding the foregoing, the Corporation, on such terms and conditions 
as the Secretary may deem in the public interest, shall make available any farm 
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commodity or product thereof owned or controlled by it for use in relieving 
distress (1) in any area in the United States declared by the President to be 
an acute distress area because of unemployment or other economic cause if the 
President finds that such use will not displace or interfere with normal market- 
ing of agricultural commodities and (2) in connection with any major disaster 
determined by the President to warrant assistance by the Federal Government 
under Public Law 875, 81st Congress, as amended (42 U. S. C. 1855). 

Except on a reimbursable basis, the Corporation shall not bear any costs in 
connection with making such commodity available beyond the cost of the com- 
modities to the Corporation in store and the handling and transportation costs 
in making delivery of the commodity to designated agencies at one or more cen- 
tral locations in each State. 

Nor shall the foregoing restrictions apply to sales of commodities the disposi- 
tion of which is desirable in the interest of the effective and efficient conduct 
of the Corporation’s operations because of the small quantities involved, or 
because of age, location, or questionable continued storability, but such sales 
shall be offset by such purchases of commodities as the Corporation determines 
are necessary to prevent such sales from substantially impairing any price- 
support program, but in no event shall the purchase price exceed the then current 
support price for such commodities. (This sentence was added by the act of 
July 29, 1954, Public Law 554, 83d Cong., 68 Stat. 583.) 


Act or Aprit 6, 1949 


Sec.2. * * © 

(d) The Secretary is authorized in connection with any major disaster deter- 
mined by the President to warrant assistance by the Federal Government under 
Public Law 875, 8ist Congress (42 U. 8. C. 1855), as amended, to furnish to 
established farmers, ranchers, or stockmen feed for livestock or seeds for plant- 
ing for such period or periods of time and under such terms and conditions as 
the Secretary may determine to be required by the nature and effect of the 
disaster. The Secretary may utilize the personnel, facilities, property, and funds 
of any agency of the United States Department of Agriculture, including Com- 
modity Credit Corporation, for carrying out these functions and shall reimburse 
the agencies so utilized for the value of any commodities furnished which are 
not paid for by the farmers or ranchmen, and for costs and administrative 
expenses necessary in performing such functions. (Public Law 38, 81st Cong., 
63 Stat. 483, as amended by the act of July 14, 1953; Public Law 115, 83d Cong., 
67 Stat. 149; 12 U. S. C. 1148a-2.) 


Act or SEPTEMBER 30, 1950 


Sec. 2. As used in this Act, the following terms shall be construed as follows 
unless a contrary intent appears from the context : 

(a) “Major disaster” means any flood, drought, fire, hurricane, earthquake, 
storm, or other catastrophe in any part of the United States which, in the deter- 
mination of the President, is or threatens to be of sufficient severity and magni- 
tude to warrant disaster assistance by the Federal Government to supplement the 
efforts and available resources of States and local governments in alleviating 
the damage, hardship, or suffering caused thereby, and respecting which the 
governor of any State (or the Board of Commissioners of the District of Colum- 
bia) in which such eatastrophe may occur or threaten certifies the need for 
disaster assistance under this Act, and shall give assurance of expenditure of 
a reasonable amount of the funds of the government of such State, local govern- 
ments therein or other agencies, for the same or similar purposes with respect 
to such catastrophe; 

(b) “United States” includes the District of Columbia, Alaska, Hawaii, Puerto 
Rico, and the Virgin Islands; 

(c) “State” means any State in the United States, Alaska, Hawaii, Puerto 
Rico, and the Virgin Islands; 

(d) “Governor” means the chief executive of any State; 

(e) “Local government” means any department, independent establishment, 
Government corporation, or other agency of the executive branch of the Federal 
Government, excepting, however, the American National Red Cross. (42 U.S. ©. 
1855a. ) 

Seo. 3. In any major disaster, Federal agencies are hereby authorized when 
directed by the President to provide assistance (a) by utilizing or lending with 
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or without compensation therefor, to States and local governments, their equip- 
ment, supplies, facilities, personnel, and other resources, other than the exten- 
sion of credit under the authority of any Act; * * * (c) by donating or lending 
equipment and supplies, determined under then existing law to be surplus to the 
needs and responsibilities of the Federal Government, to States for use or dis- 
tribution by them for the purposes of the Act including the restoration of public 
facilities damages or destroyed in such major disaster and essential rehabilita- 
tion of individuals in need as the result of such major disaster; * * * The 
authority conferred by this Act, and any funds provided hereunder shall be 
supplementary to, and not in substitution for, nor in limitation of, any other 
authority conferred or funds provided under any other law. 

Any funds received by Federai agencies as reimbursement for services or sup- 
plies furnished under the authority of this section shall be deposited to the 


credit of the appropriation or appropriations currently available for such 
services or supplies. 


The Federal Government shall not be liable for any claim based upon the 
exercise or performance or the failure to exercise or perform a discretionary 
function or duty on the part of a Federal Agency or an employee of the Govern- 
ment in carrying out the provisions of this section. (Public Law 875, 81st Cong., 
64 Stat. 1109; as amended by the act of July 17, 1953, Public Law 134, 83d Cong., 
67 Stat. 180; 42 U. S. C. 1855b.) 


SALE oF Freep GRAIN—AGRICULTURAL AcT oF 1954 


Sec. 208. Notwithstanding the provisions of section 407 of the Agricultural Act 


of 1949, as amended, or of any other law, the Commodity Credit Corporation is 
authorized until March 1, 1955, to sell at the point of storage any feed grain 


owned by the Corporation at ten per centum above the current support price 
for the commodity. 

(Approved August 28, 1954, Public Law 690, 88d Cong., 68 Stat. 901; 7 U. S. C. 
1427 note.) 


Mr. Gatuincs. We have with us this morning Mr. F. Marion 
Rhodes, Director, Cotton Division, Commodity Stabilization Service, 
and with him Mr. Ralph Raper, Chief, Marketing Program Branch, 
Cotton Division, Commodity Stabilization Service, United States 
Department of Agriculture. 

We would like to hear from you at this time with respect to this 
legislation. There is a bill S. 2446 by Senator Eastland on this subject, 
and in view of the fact that there is no bill that has been introduced in 
the House that we could hold our hearing on this morning with respect 
to legislation of this type, should the committee vote out a bill, why, 
we would have to have one introduced in order to act on a particular 
bill in the House. 

We would like to have your views, Mr. Rhodes, with respect to 
legislation similar to S. 2446. 

(S. 2446 is as follows :) 


(S. 2446, 84th Cong., Ist sess.] 


A BILL To permit sale of Commodity Credit Corporation stocks of cotton that are in excess 
supply for unrestricted use at current market prices 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 407 of the Agricultural Act of 
1949, as amended, is amended by changing the period at the end of the third 
sentence to a comma and adding the following: “except that when the quantity 
of a particular quality or group of qualities of cotton in the United States on 
August 1 of any year exceeds 50 per centum of the estimated domestic consump- 
tion and export thereof for the ensuing marketing year as determined by the 
Secretary of Agriculture, the Corporation may sell from its owned stocks during 
such marketing year for unrestricted use at the current market price in the 
United States a quantity of such quality or group of qualities of cotton not in 
excess of the difference between such quantity on August 1 and 50 per centum 
of such estimated domestic consumption and export.”’. 
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STATEMENT OF F. MARION RHODES, DIRECTOR, COTTON DIVISION; 
ACCOMPANIED BY RALPH RAPER, CHIEF, MARKETING PROGRAM 
BRANCH, COTTON DIVISION, COMMODITY STABILIZATION SERV- 
ICE, UNITED STATES DEPARTMENT OF AGRICULTURE 


Mr. Ruoprs. Mr. Chairman and members of the committee, I am 
glad to have the opportunity this morning to appear and talk to the 
members of this committee about legislation comparable to what is in 
S. 2446. 

On July 14, the Department reported to the chairman of the Agri- 
culture Committee on the Senate bill, and that report recommended 
the passage of the bill. 

Since this hearing was called late yesterday, we do not have any 
prepared testimony, so I will try to give you the views of the Depart- 
ment as best I can based on what action has been taken with respect 
to the Senate bill. 

Current legislation prohibits the Commodity Credit Corporation 
from selling cotton or any other basic agricultural commodity or 
storable nonbasic commodity for unrestricted use at less than 105 
percent of the current support price, plus reasonable carrying charges. 

The legislation such as is proposed in S. 2446 provides that olen 
the quantity of a particular quality or group of qualities of cotton in 
the United States on August 1 of any year exceeds 50 percent of the 
estimated domestic consumption and export thereof for the ensuing 
marketing year, Commodity Credit Corporation would be authorized 
to sell from its stocks during such marketing year for unrestricted use 
at the current domestic market price a quantity of such quality or 
groups of qualities of cotton not in excess of the difference between 
such quantity on hand on August 1 and the 50 percent of such esti- 
mated domestic consumption and export during the ensuing year. 

Mr. Gatuines. Would you suffer an interruption at that point? I 
just wondered how you arrived at the 50-percent figure? Did you 
reach up in the thin air and pull out 50 percent, or determine whether 
55 percent or 45 percent would suffice? Just why did you use the 
figure of 50 percent ? 

Mr. Ruopes. Mr. Chairman, I do not know on what basis the Senate 
bill included 50 percent. We did do quite a lot of studying and did 
work out a lot of statistics on how much cotton would probably be 
available under a rule as is contained in the Senate bill. 

I can give you some figures, if you would like, about what you would 
have, based on the 1954 carryover, in various grades and staples of 
cotton for sale under this bill. 

Mr. Gatuines. It would be advisable, I believe, at this point in the 
record. 

Mr. Ruopes. For instance, the carryover on cotton on August 1, 
1954, was just a little short of 914 million bales. 

You realize that we do class the carryover each year. And taking 
our class on the carryover of cotton on August 1 and estimating the 
disappearance during 1954-55, and taking 50 percent of each one of 
the classes of cotton qualities, we estimate that would disappear in 
1954-55, and deduct that from the amount we started the year with, 
you would have had available last year under this bill 131,000 bales of 
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1%, gth cotton that you could sell. You would have about 336,000 bales 
of %’s cotton. 

Mr. Poage. On the 134,’s, which is very low grade of cotton, what 
was your estimated consumption of that? 

Mr. Ruopes. 107,000 bales was estimated consumption of 134¢’s for 
1954-55. 

Mr. Poaar. You had on hand what? 

Mr. Ruopes. We had on hand 186,000. 

Mr. Poace. Let us see how this formula works. This bill provides 
that you have 50 percent more than your estimated consumption. 

Mr. Ruopes. We had on hand August 1, 1954, 185,000. We esti- 
mate we would use 107,000. 

Mr. Poaae. So that becomes your 100 percent ? 

Mr. Ruopes. So the bill provides that you will sell down to 50 per- 
cent of your estimated disappearance. 

Mr. Pesan, Down to 50 percent ! 

Mr. Ruopes. That would be 53, and you take the 53 from the 185 
and you would have about 131,000 bales which you could sell under 
the proposed Senate bill. 

Mr. Poacr. You say you would have that much that you could sell ? 
Actually, that 185,000 is the sum total in the United States, is it not— 
that is not merely Commodity Credit Corporation stocks? 

Mr. Ruopes. ti hat is the sum total of cotton in the carryover on 


August 1. It does not include, of course, any of the cotton produced 
in 1954. 

Mr. Poace. I understand that. 

Mr. AperneTHY. What is the average grade of staple of that cot- 


ton? 

Mr. Poace. We are talking about 1%, 4's. 

Mr. Ruopes. We hope it is 134¢’s. 

Mr. Poage. Of course, your grade on that stuff is probably low, too, 
is it not-—you are talking about staple? 

Mr. Ruopes. I am talking staple lengths. 

Mr. Poace. Your grade is, also, low; is it not? 

Mr. Ruopes. Yes, sir. 

A very large amount of it is light spots and some of it is, a substan- 
tial quantity 1s regular spotted cotton. 

Mr. Poacer. You do not make any distinction between regular spots 
and light spots,do you? Everybody else does. 

Mr. Ruopes. You mean the classing service of the Department of 
Agriculture ? 

Mr. Poage. Yes. 

_Mr. Ruopes. That is not under my jurisdiction, but there is no 
distinction. 

Mr. Poser. I mean in the loan. 

Mr. Asernetuy. They do not make it. 

Mr. Ruopes. There is no light spotted as such. It is either spotted 
or not. 

Mr. Poacr. If there are any spots at all you knock off about 5 cents; 
do you not ¢ 

Mr. Ruopes. No; it is not nearly that much. 

Mr. Poager. Is it not? I thought that it was. I thought that there 
was a tremendous difference there for spots. 
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You know that is one of the most serious complaints, is this spotted 
cotton—one of the most serious complaints against the loan program, 
that the trade does make a distinction between light and heavy spots, 
and that the Government makes none. 

It deducts the penalty of a heavy spot where the trade does not 
deduct it. 

Mr. Ruopves. We, of course, have done a great deal of work on that. 
I am somewhat familiar with it, because a couple of years ago it was 
all under my jurisdiction. I think the fact of the situation is that 
when you class cotton in the fall of the year at picking time it might 
be a light spot at that time, but you put it in the bale for 6 months and 
open 7 the bale, the light spots will have turned to dark spots, and 
you really have spotted cotton. 

So we have never thought in the Department that we could justify 
the Commodity Credit Corporation sealdan the distinction when prob- 
ably by the time we would be moving the cotton a substantial part of 
it vould have changed color. That is well-known in the cotton trade, 
that cotton changes color. 

The second reason for it was that we were making loans on cotton, 
we are not buying cotton. 

If a man goes to the merchants in the market and buys some cotton, 
certainly he should make a distinction between light spots and dark 
spots. We are merely making a loan to the farmer. And our loan 
is not necessarily, in fact is not intended to be the market price of that 
cotton. 

So I do not think there is any comparable comparison to say that 
we should make a loan based on a light spot, because a man purchasing 
the cotton could sell it to the mill to make cloth out of it and he does 
not make a distinction between the value of that. 

Mr. Garuines. Would you proceed then? You started on 7%’s. 

Mr. Ruopes. I was just giving you an example, Mr. Chairman, but 
I can go clear on to if you woul fike to have all of the grades. 

Mr. Garuines. Why not.proceed then? Let us get it in the record. 

Mr. Ruopes. In the case of %’s, on the basis of ¢ our estimates, we 
would have had 335,000 bales that could have been sold under the 
Senate proposed legislation. 

Mr. Apernetuy. You are speaking now of cotton that the Com- 
modity Credit Corporation actually owns; is that not right? 

Mr. Ruopgs. No. 

Mr. Gatuines. The total supply. 

Mr. Ruopes. What I am trying to give is an estimate of the amount 
of cotton that would be available under this Senate bill. 

What we have here, Mr. Abernethy, is the breakdown by the class 
of the cotton in the carryover the beginning of the year 1954. 

Mr. Apernetuy. You have no control over the sale of that cotton. 
This bill provides for the sale of cotton belonging to the Commodity 
Credit Corporation ; does it not? 

Mr. Ruopes. That is right, but we can sell down to the point where 
you have a 6 months’ supply of cotton. And the only way I think 
that you can determine where you get the 6 months’ supply is to take 
all of the cotton in the country, and not what we have. f just want 
to make myself clear. 

Mr. Poaesr. I go a little further there. This bill places no practical 
limit on what you can sell. I know you own the biggest part of these 
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low grades in the United States, but you do not own them all, that 
%’s—you do not own all of it. There is some in private hands. 
Every bit of that in private hands stays there and counts. 

Let us assume that you have, merely for assumption purposes, 335 
and that there was 185,000 of that 13/16’s—suppose that 50,000 bales 
of that is in private hands—there probably was not that much— 
but suppose that there was that much in the private hands and this 
bill gives you authority to sell down to 50,000 bales; does it not? 

Mr. Ruopes. No; not in my interpretation of it. 

Mr. Poace. What did you tell me it gave you the right to sell? 
Fifty percent of the difference? 

Mr. Ruopves. During the marketing years determined by the Sec- 
retary of Agriculture, the Corporation may sell from its own stocks 
during such marketing year for unrestricted use at the current market 
price in the United States a quantity of such quality or groups of 
qualities of cotton not in excess of the difference between such quan- 
tity on hand on August 1 and 50 percent of such estimated domestic 
consumption and export. 

Mr. Poaae. Fifty percent of the domestic estimated consumption 
and export was about 50,000 bales, so far as this 13/16’s was concerned. 
You estimated you would use 105,000 bales; did you not? 

Mr. Ruopes. An estimated use of 107,000. 

Mr. Poage. It would be 53,00 bales, so that you could sell down to 
53,000 bales ? 

Mr. Ruopes. That is right. 

Mr. Poaag. Is that not right? 

Mr. Ruopes. That is right. 

Mr. Poace. Suppose that the private trade already owned 53,000 
bales. You have a right under this bill to unload every bale you have 
got. 
~ Mr. Ruopes. That is correct. The controlling thing is 50 percent 
of the estimated consumption. 

Mr. Poser. But you have a right to unload every bit of it that you 
have on hand. 

Mr. Ruoves. If a sufficient quantity is in the hands of the private 
trade. 

Mr. Poaces. Would not that be true in most of these grades, that 
would actually clean you out, that is, this bill would? 

Mr. Ruopes. That would be difficult to answer, but offhand I would 
not think so, because the trade is not buying this 13/16’s. I do not 
think they will buy any unless they have got it sold before they buy 
it. 

Mr. Poagr. That brings us back to another question that I did not 
ask a while ago. 

On, what basis do you estimate the estimated domestic consumption 
in export—on the basis of the existing loan or on the assumption that 
you are going to sell this cotton at a lower price because you could 
move more of this—and we hope you could—this 13/16’s at the new 
price, than you would at the old price, which the estimate is based on. 

Mr. Ruopes. The estimate is based on recent consumption. 

Mr. Poaex. Under the existing loan? 

Mr. Ruopes. Yes, it might be that there should be some adjust- 
ment made in our estimates on that basis, but everything done up to 
this date is based on disappearance in the last year. 


67427—56——_9 
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Mr. Raper. The last year. 

Mr. PoAace. What I am trying to arrive is that your estimate of 
107,000 bales is based on the assumption that it will cost the trade at 
least 95 percent parity. The present formula. Because your sup- 
port price fixes the price of that cotton, does it not? 

Mr. Ruopzs, Yes, sir. 

Mr. Poacs, Consequently, you are assuming that if they paid the 
90 percent, plus the 5 percent, plus the carrying charges, they will use 
107,000 bales. 

If they get it, for less than.that, if they can get it, let us say, for 
85 percent of parity, there will be more cotton consumed. At least, 
we hope there will be. If there will not be, we are wasting our time 
talking about the bill. It will not be 107,000, it will, we hope, be 150,- 
000 or 175,000, We do not know, however, but we hope it will be sub- 
stantially more, than, 107,000. 

So what you are estimating here is on the higher price and not the 
lower price. 

Mr. Ruopes. That is correct, on the estimates that I have used. 

Mr. Poage. If itis on the higher price, it is perfectly obvious that 
the trade is going to take about 100,000 bales. And at one time or 
another that will be in private hands, even under the present setup. 
Consequently, you are going to unload every bale of your cotton under 
the terms of this bill. You will be privileged to sell it, at least. 

Mr. Ruopes. Yes. 

Mr. Poage. And I am not criticizing that, Mr. Rhodes. All I am 
trying to get clear here is that under the terms of this bill we talk 
about limiting your sales, and we are not doing it. We are actually 
authorizing you to sell every bale of cotton for practical purposes, 
We are authorizing you to sell every bale of this cotton that you have 
on hand at the lower prices. 

I do not mean to say there is anything wrong in that. I just mean 
that we ought to understand that that is what we are doing. 

Mr. Averneruy. Will you please go ahead with the table? 

Mr. Ruopes. 29/32’s, than. would be about 320,000; 15/16’s about 
380,000 ; 31/32’s, about 195,000. Inch, 320,000, 

Mr. Poace. Now may I break in there on that inch. What is your 
estimated consumption of that inch cotton? That is getting up in 
good cotton. 

Mr. Ruopes $1,435,000, 

Mr. Poace. In other words, you could not sell any of that inch 
cotton under the terms of this bill ? 

Mr. Ruopes. We could sell about 320,000 bales. 

Mr. Poage. You mean that is what you could sell ? 

Mr. Ruopes. Yes, 

Mr. Poacer. That is not for carryover / 

Mr, Ruopes. Inch and 32’s, 390,000. Inch and 1/16’s, 265,000. 
Inch and 3/32’s, 366,000. Inch and 1 /8, 153,000. Inch and 5/32’s, 
110,000. Inch and 3/16’s, 25,000. Inch and 7/82’s, 2,500, and inch 
and 1/4 and longer, about 8,000. 

Mr. Poace. Mr. Chairman, that raises a question that I want to 
follow there. Your biggest figures, as I understood it, were right in 
there in the area of what we call the best cotton, the inch and the inch 
and 1/32—your biggest supplies were right in there, were they not? 

Mr. Ruopes. The biggest 1s 15/16’s. 
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Mr. Poace. Which, of course, is not quite so good. 

Mr. Ruopes. There are substantial quantities in the others. 

Mr. Poage. Substantial quantities. 

Mr. Ruopes. This legislation, of course, is permissive. Certainly, 
if I had anything to do with the administrating of it you would not 
be selling what we call these medium staples at any reduced prices 
because the mills of this country, and every mill in every country of 
the world is fast changing over to the longer staples. 

And as you well know, the differences among them was wide 
premiums on middle staples. 

Mr. Poace. I know. Obviously, we ought not to sell it at a dis- 
count. 

Mr. Ruoprs. We do not. 

Mr. Poace. Anything an inch or over should not be, until you get 
to the longer staples. I appreciate that, because they are of a minor 
proposition, 2,500 bales, et cetra. They mean nothing in quantity. 

So that for practical purposes the biggest part of the cotton that this 
bill would authorize you to sell is the good cotton. I am surprised at 
that. 

Mr. Ruopes. There is 336,000 of %’s; 131,000 of 13’s; 322,000 of 
29’s ; and 380,000 of 15’s. 

Mr. Poace. Which is over 1 million bales there. 

Mr. Ruopes. In the very low grades. 

Mr. Poagr. That is over, well over 1 million bales, but you have also 
over 1 million bales of good cotton. 

Mr. Garuines. Under the terms of the legislation, under this bill, 
you could dispose of all cotton that is in excess supply ‘which would in- 
clude the low grade as well as the good cotton that is in demand. 

According to the testimony, Mr. Rhodes, that you have given us 
this morning, apparently the stocks on hand in the Commodity Credit 
Corporation of all types of cotton, about one-half of it is what you 
might eall dogtail cotton and the other one-half is good cotton. 

Mr. Ruopes. Mr. Chairman, let me point out that the figures that 
I have given you is all cotton, and not Commodity Credit Corporation 
cotton. Iam giving you figures on the carryover of cotton. That in- 
cludes not just our cotton, but all of the cotton in the hands of the 
mills, the shippers, every place in the United States. 

Mr. Gatruines. As of August 1, 1954. 

Mr. Ruopes. That is the carryover of cotton and the cotton on hand 
in the United States on August 1, in all places. 

Mr. Poager. I wonder if you could give us the figures of what the 
Commodity Credit Corporation has. 

Mr. Garutines. Let us break that down and see where the Com- 
modity Credit Corporation is. 

Mr. Poagr. On the same grades. 

Mr. Raper. I did check back on this 1344's, and we had all of that 
last year except about 24,000 bales—about 24,185 bales. 

Mr. Poagr. At one time? 

Mr. Rarer. On August 1. 

Mr. Podge. I know, but it is perfectly obvious that the trade must 
have acquired another 80,000 bales from you or. else they could not 
have possibly disposed of 107,000 bales. 

Mr. Ruopes. That is quite correct. The only thing we are doing 
here now is to try to point out what would be the controlling factors 
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as of the beginning of the crop year with respect to each one of these 
various grades of cotton. 

Mr. Poager. As to what you could sell ? 

Mr. Ruopes. That is right. 

Mr. Poacr. We know that. Those figures simply indicate that you 
could sell even more good cotton than poor cotton. That is, at least 
some of us feel that we ought to try to avoid that. That is what 
those figures show. You may have some other figures that would show 
that you could do it, because you do not have the good cotton, because 
of that fact I anticipate that you probably do not have. 

Mr. Ruopes. The figures we are using here are those of a year ago, 
because that is all we have. It is well recognized that this year there 
will be a very material change in the carryover on these medium 
staples. When we get the figures for the coming August, in my own 
mind I am positive that there will be a much smaller carryover in 
medium staples and a much larger carryover, not in the extra long, 
but in the inch and one-eighth and on through there. 

Mr. Poace. Is there a possibility, let me see, if we were to enact this 
legislation as it is written, that 1t would tend to cause the trade to 
assume that there was going to be a reduction in the price of the desir- 
able grades and cause them to quit buying the desirable grades? Any 
time you lead the trade to believe that there is a poaeibl ier that the 
price is going down on anything, they just cease buying, of course, 
until it is evident that they were mistaken. 

Would not the passage of this bill sort of stop the purchase of 
good cotton ? 

Mr. Garuinos. As I understand it, if you will pardon the inter- 
ruption, he was just carrying out this 50-percent formula and giving 
us these original figures, until such time as he could show us that the 
great influx into the Commodity Credit Corporation stocks, in recent 
months have been the lower grade cotton, and that is what he wants 
to dispose of—until he could develop those figures. You do not have 
those until August 1, is that right? 

Mr. Ruopes. We cannot develop the figures for August 1, 1955, for 
several weeks yet, because we are in the process now, or I should 
say the Marketing Service is in the process of classing the cotton in 
the carryover. Wedothat. We reclass the cotton in the carryover. 
Then we will come out with a book, such as this, which carries the cot- 
ton quality statistics for the next year. That will not be out for sev- 
eral weeks, because we cannot start classing it until about—I think we 
are just about starting it now—it is supposed to be done as closely as 
possible to August 1. We do a little bit of it before August 1, and 
carry it over for a few days into August. 

We class the cotton that is on hand in the mills and every place else. 
Those are the figures that I have been quoting to you. The figures 
I gave you totaled up the carryover last year to about 9,500,000 bales, 
of which you know that the Commodity Credit Corporation had only 
a small amount of that cotton, about only 1.8 million. That is all we 
owned and had in inventory. The rest of it is in various places 
throughout the United States. 

Mr. Wurrren. I appreciate very much being invited to sit in with 
you and to learn cams a about this. 

I wonder if there is not another aspect of this that might be worth 
developing. In other words, under the Commodity Credit Corpora- 
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tion charter there is no limit, no restriction on what Commodity 
Credit Corporation cotton can be sold in the world trade for export 
and can oa it at any price. 

Mr. Garuines. That is right. 

Mr. Wurrren. With this section, if you were to move into the 
world markets again, and begin to move cotton competitively under 
this bill, if it became the law, it would let you do the same thing in the 
United States with regard to any cotton as long as there was 50 per- 
cent carryover. So you could then do what you can do now in world 
trade, you could go into the domestic trade to the point of pulling 
down 50 percent. 

I mention that as one possible argument as to why if we go back 
into world trade that there might e some basis—I do not know— 
for thinking along this line just in an effort to keep the carryover 
down to not more than 50 percent any year. 

Mr. Ruopss. I would like to show this chart here which shows the 
increase in synthetic fibers. In our opinion we are trying to get back 
any and all of the foreign markets we can get back, but my personal 
opinion is that we probably have a chance of getting back probably 
two bales at home for each bale that we get in the foreign market. 
And instead of having this curve going off the top of this page if we 
could turn it down some, it would help. In a relatively few years 
here you see that synthetic fibers have replaced about 13 million bales 
of cotton. And it is about 3 million or 334 million bales of that 
py of cotton that has come in the United States. 

f you could set this 13%4¢, % cotton back into the market at a price 
at which it could be used to gain back some of these markets that have 
been lost to paper and jute and various other substitute fibers, it 
would help. 

Mr. Garuines. What particular markets have we been losing in 
recent months? 

Mr. Ruopes. Of course, the biggest single one is the tire cord. That 
is one that I have great doubts that you can ever get back. 

Mr. Garuines. What about the rug market? There has been quite 
a lot of cotton rugs sold in recent years. 

Mr. Ruopes. Synthetics have moved into the rug market very 
strongly recently. 

Mr. Tamura How about bags? 

Mr. Ruopes. Bags is another important one. I think the most 
important one, in my opinion, of which I think we have a chance to 
gain back in. 

Me Asernetuy. I thought that it was the second in line to the tire 
cord. 

Mr. Ruopes. I think that is right. I think that there is a chance of 
gaining some of that back. 

In tire cord, according to my knowledge, cotton would have to 
get materially lower in price before you could gain back the tire cord 
business. 

Mr. Wuirren. Along that line, all of the testimony that I have ever 
heard from experts in the Department and outside is that our tire 
cord business is not so much a matter of price, but because cotton 
tends to generate heat, and heat deteriorates the quality fast and it 
takes research or something to get over this heat generating quality, 
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more so than the price. That is the sum and substance of everything 
they have told us. 

Mr. Ruopes. There is no question but that that is controlling im the 
big tires. I think it is less controlling in passenger tires, but even an 
important factor there. It is absolutely controlling, I am told, in the 
big rae and hear scanty tires. 

Mr. AnerNeriy. Mr. Rhodes, I think you have a point there. Have 
you carried it far enough to determine at what price it would be more 
than competitive ? 

Mr. Garuinos. That is right. 

Mr. Ruopegs. No, sir; we have not. I do not know any way of 
finding that out. 

Mr. Asernetuy. I am not being critical, but it is speculative. Con- 
ceding that the speculation has some sound basis that price would go 
into it. I read the other day—I do not know where—that the syn- 
thetic people would be able in all pravemney to meet that competitive- 
price situation themselves. Do you agree that there is any possibility 
of that? Or has a study been made to determine the possibility ? 

Mr. Ruopes. I do not know of any study that has been made on 
that, specific point. The synthetics will do all they can. 

Mr. Gatuines. Would they prefer to buy cotton for burlap bags 
or for rugs if it was on a competitive basis with the synthetics? 

Mr. Ruopes. I could only answer that from a personal standpoint. 
The synthetics that I have seen made out of nylon and rayon lead me 
to certainly prefer to buy cotton. 

Mr. Gatrutnes. I know on shirts that the laundry ability and wear- 
ability and looks are so much better. 

Mr. Poace. You have to consider the price of mohair when you are 
talking about competition on the rug matter. If it gets down any- 
where low it will take the rug market. 

Mr. Wurrren. I have always wondered if the end use of the product 
is not going to be the controlling factor. The chemical industry is 
so highly organized and financed and researched that I just. believe 
that they will meet any kind of competition, pricewise, that the farmer 
could live with. I mean, if you pull cotton Wits they will come down 
with you. That is just a personal view. So they will keep their stuff 
moving down. 

I know that.314, million bales of rayon were used. 

I read where the Cotton Council, next week, will make a speech to 
the effect they have increased the consumption of cotton by 3 million 
bales by their promotional activities. 

I do not know whether we will get rayon out just by meeting the 
price. They are in so much better shape to bring their costs and sales 
prices down than the farmer is. 

What do you think about it? 

Mr. Ruopes. There is certainly no question but what they are the 
best financed on research—there is no comparison between the amount 
of money they have and cotton has in the research field. And as to 
the organization for research and promotion, it is just superb. That 
is, the amount of money they spend in promoting their product com- 
pared to cotton, just makes our work look like it is just getting under- 


way. 
Mr. Axsernetuy. Mr. Rhodes, in 1945, your chart shows—TI looked 
at it yesterday and I think this is right—I am just speaking from mem- 
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ory—a tremendous dip in the world consumption of synthetics. What 
accounts for that? 

Mr. Ruopes. The dip in the world synthetics, I think, comes from 
the fact that the Synthetic plants throughout the world shut down 
due to the effect of the war on them, They did not get back into pro- 
duction. They started back in 1945. They started climbing back 
up again, 

From 1941 to 1945 they were on a steep climb. When the war was 
over they got their plants back in operation and they went straight 
up. 

7 AxsprnerHy. In the United States consumption has been fairly 
steady with the exception of the year 1948 or thereabouts, when there 
was a slight dip. 

Most of those mills presumably were located in Italy, Germany, and 
France. Is that right? 

Mr. Ruopes. Yes; that is my analysis of it. 

Mr. Asernetuy. And we built some more over there since? 

Mr. Ruopes. The war took this bunch of plants out of operation. 

Mr, Anernetuy. We built some more over there since then with 
our own money, is that not right? 

Mr. Ruones. I expect that is right. I could not answer categorically. 

Mr. Apernetuy. It is right—of course it is right. 

Mr. Hagen. What was your answer to Mr, Poage’s question? You 


never did answer that. That was affecting the price of current pro- 
duction. on these better staples, 

Mr. Ruopes. That is a question that I do not know that I can 
answer. In my opinion, I tf 


unk it might have some effect, presuming 
that this bill was, passed, and the Secretary announced that he would 
not sell any cotton, say, between 1 inch and 32’s less than the previous 
price of 105 plus reasonable carrying charges. I do not believe it 
would have any effect. 

If you left uncertainty in there I think it would have effect, There- 
fore, I think my answer is that it is a question of how it is adminis- 
tered, as to what effect it would have. 

Mr. Poacs, If we pass the bill, and the Secretary did not make any 
specific announcement, it would create uncertainty, would it not? 

Mr. Ruopes.. [I think it would; yes, sir. 

Mr, Poage. In other words, if we could write sound legislation we 
had better tailor it to a little stricter form than we have in this bill, 
it would seem to me. 

Mr. Wurrren. Along that line, with 10 or 11 million bales carry- 
over this year, do you see much hope for the price being much above 
the loan anyway! Is not.the loan going to be the price so far as the 
farmers are concerned? It looks to me like it is. 

Mr. Poage. Right at the moment the price is higher than the loan 
on some of these grades, 

Mr. Ruoves.. My opinion on that would be that the price will stay 
close to the loan on all qualities except those that are tending toward 
short supply, which is the 1/32’s. 

Mr. Poace. That is right. If we passed legislation it is suggested 
that: we could break that price, then we would have it all at the loan. 
In other words, we just would not have anything above the loan. 
Today we have a little bit above the loan. t do not want to knock 
it down under the water. 
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Mr. Ruopes. That is the reason I pointed out the illustration that 
I was giving you, that it was based on supplies as of August 1, 1954, 
and not the supplies on August 1, 1955, which are going to be quite 
different. 

Mr. Garuines. Let me ask you this, what type of cotton went in 
the loan of last year’s crop ? 

Mr. Ruopes. I cannot answer that. Of course, that could be ob- 
tained by having the New Orleans commodity office run a summary 
of all of their loan statistics. We do not have that. 

Mr. Poagr. May I say in connection with what Mr. Gathings just 
asked that this much is evident, that as long as the price is the loan 
and it is one these lower grades of cotton right now—I mean that is 
your market price—when anybody buys anything he buys it at the 
loan plus 5 percent plus carrying charges—that is the loan—that is 
the price on these lower grades. 

So, obviously, they have all gone into the loan, because nobody is 
paying other than that loan price. But on some of these grades, 1 
inch and 32’s, et cetera, for instance, as I understand it, the market 
price is actually above that Commodity Credit Corporation price, 
which means obviously that there is some cotton that is not in the 
loan. It is getting short. I mean, it did not all go into the loan. 
They are buying some from somebody else. So it is not all in the loan. 
It did not go into the loan. 

Mr. Ruopes. I might add the cotton that has come out of the loan 
in the last year has been what we call the middle staples, 1 inch and 
a 32d to 1 inch and 3/32’s. For instance, there was a substantial 
amount of cotton that went into the loan from California, but a very 
substantial amount of that cotton has come out of the loan. There 
was a demand for it during the past year. 

The amount that has remained in fa been much higher in the areas 
of the real short staples, rather than in the areas of what we call the 
middle staples. 

Mr. Hacen. I understand that if these quotas continue there will 
be an actual shortage of the kind of cotton that the mills want. 

Mr. Ruopes. I think that is generally conceded to be true, that in 
a relatively short time there will be a shortage of middle staples. 

Mr. Hacen. What you are proposing is that you are going to sell 
these low-grade cottons at bargain prices at the other end as you are 
going to take in some more at a high support price; is that right? 

What do you propose to do about that ? 

Mr. Ruopes. This legislation we think would be helpful to the De- 
partment in the management of its cotton inventories, and one of the 
main reasons for that is that under our existing program we determine 
our premiums an discounts based on the averages of the 14 spot mar- 
kets. ‘The spot markets quote supposedly the market, but it is gen- 
erally understood, and the quotation committees will finally admit 
that in the case of these short staples, 13’s, 15’s, 29’s, that what they 
actually do is to quote the loan level, because the cotton is going into 
theloan. So they quote the loan price. 

If the thing was set up to where we were selling some of these 13’s 
and %’s and 15’s and 29s, at a price below the loan, then there would 
be a market, and the quotation committees of the 14 spot markets 
would be quoting an actual market, instead of a nominal market. 
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That would give us an entirely different basis then to set the pre- 
miums and discounts in future years, and you would get a lower level 
on the %’s, 13’s, and so forth on up and you would still have the 
proper market on your middle staples. 

hat would materially help us in administering the program the 
way in which we think it should be administered. 

Mr. Poace. If I understand what you are saying here—and I am 
delighted to hear it—is that if we could have this bill at this session 
that you think it would at least care for a substantial portion of the 
need of legislation like we talked about yesterday of widening the dif- 
ferentials. 

Mr. Ruopes. Yes, sir. 

Mr. Poace. It would automatically do it without new legislation. 

Mr. Ruopes. We could continue basing our premiums and discounts 
on the quoted markets because the markets would be quoting an actual 
market, instead of a nominal market. It would have the effect, of 
course, of increasing the spread between the middle staples and the 
low staples and the 7’s and 13’s, they would be getting a smaller loan 
than they are today, which would encourage those growers to plant 
seed that would produce 29/32’s or inch cotton, which the market 
wants, and which would move into channels instead of moving into 
the Commodity Credit Corporation inventory. 

Mr. Apernetuy. There is one thing in this bill that I object to. 
This is permanent legislation; is it not? 

Mr. Ruopes. Yes, sir; as now written it is permanent legislation. 

Mr. Apernetuy. Do you not think it would be more desirable for it 
to be confined to a limited period of time ? 

Mr. Ruopes. I would answer that this way, that the Department 
would not be opposed at all to a limitation. You can change it later 
or limit it now. And if you still have need for it, extend it at a later 
time. I donot think we would have any objection. 

Mr. Apernetuy. What this does is waive the 105 percent and carry- 
ing charges. That is what it does; does it not? 

Mr. Garurnes. That is right. 

Mr. Asernetuy. It is designed more or less as emergency legisla- 
tion; is it not? 

Mr. Ruopes. Yes, sir; I think that is right. 

Mr. Aperneruy. Being emergency legislation, being designed as 
emergency legislation, the only way you could make it that is to put a 
time limit on it for a year or 2 years or something similar. If it would 
be desirable that it would be extended, that could be done, but once you 
get something like this on the books it may be pretty hard to get it off. 

That is an objection that I have toit. It is not a profound objection, 
but it is one for consideration at the moment. 

Mr. Jones. I think one thing, though, that if you would leave it as 
emergency legislation I think it would have the effect of changing some 
of the practices and would cause the producers to -produce the better 
grades. 

I think by passing this legislation that you would eliminate this 
condition of establishing a factitious price on this cotton that is not 
moving, because we know that it is a factitious price, beause there 
is no demand for it at that price. Consequently, it does go into the 
loan and contributes to this condition that is bringing about some 
«riticism of the loan program. : 
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I think that if we could eliminate that, and let this cotton move at 
the price, instead of having the spot markets quote the loan, rather 
than the actual value of the cotton, I think that from that standpoint 
that it would be good. 

The same thing, I think, would be comparable to the condition that 
existed in the southeast part of Missouri years ago, when we were pro- 
ducing the major portion of the crop which aa and half. 

Well then we came along and began planting better grades and 
getting our people educated to the fact that they could get more money 
for their cotton by producing the grades that were in demand. 

I do not think there is any question that we cannot help but admit 
that under the plan that we are following now we are encouraging 
some people to produce cotton for the loan. I am opposed to produc- 
tion for the loan, whether it is cotton or wheat or anything else. 

I want to see this price program used as a protection to the farmer 
and not as an incentive to try to produce for that. 

Mr. Poage. I want to repeat what I said a while ago, the same thing 
that we have now been discussing, it is my understanding that if we 
were to pass this legislation as it is now written that it would be ap- 
plicable to all of the grades of cotton and that it would depress the mar- 
ket, not only for the low grades of cotton, but for all cotton, not only 
for future markets, but. for the cotton that the farmers are ginning 
right this very moment. I do not want to do that. 

I am about to do that with my eyes open. 

Mr. Garuines. Do you not think that an amendment could be 
drafted ? 

Mr. Poage. I do. 

Mr. Gatrutnes. To do that job? 

Mr. Poage. It has been made abundantly clear that this bill is inept- 
ly drafted and that clearly to accomplish what most of us agree that 
we do want to accomplish, that the bil has to be limited to those grades 


of cotton that we want to depress, not to cotton generally. Certainly, 
we do not want to erry the cotton market. 


Mr. Hacen. Coulc 
announcement ? 

Mr. Poaaer. It is not merely a deadline. It is a matter that. this bill 
does not, as I see it, adequately distinguish between the grades of cot- 
ton that we want to dispose of and the grades of cotton that we should 
not depress. 

Mr. Ruopes. The only two States that we are talking about that 
grow this kind is Oklahoma and Texas. The other States to a fraction 
of a percent grow these others. 

On long staples it would have an affect on Arizona and New Mexico. 

Mr. Garuines. I wondered if Mr. Raper had a statement that he 
would like to make at this time. 

Mr. Raper. I do not have any statement. I am just here with Mr. 
Rhodes. 

Mr. Poage. You propose to correct this by an announcement by the 
Secretary. I think that we have a responsibility here to make the cor- 
rection in the legislation, rather than to pass what we know is unsound 
legislation and to expect the Secretary to correct it with an announce- 
ment. 

Mr. Ruopes. I see your point. If you limited the legislation in time 
as suggested, I think that this would come nearer being appropriate, 


you not establish a deadline when he makes this 
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but what is in long position this year might 2 years from now be 
exactly the opposite. 

And if it is in the legislation, then you are bound. 

Mr. Poace. We are trying to get a formula that will protect that, 
‘ather than saying, “You can sell anything that is less than 1 inch.” 
We are not wanting to write a law of that kind, because we do realize 
that might change. 

Mr. Wuirren. You could limit the conditions under which you 
could do it. I do not know how they ought to be spelled out, but if 
you limit the conditions under which ‘they. can do it, you have a guide. 

Mr. Garurnes. Is there anything further that you would like to 
say, Mr. Rhodes, before we close the hear ing ? 

Mr. Ruopes. I believe that pretty well covers the Department’s 
position on this type of legislation. 

Mr. Jones. I want to ask one question, to get the thinking of this 
group. Do you not think that it would have a good effect psy ychologi- 

‘ally if we could introduce a bill either to exempt from the loan cotton 
of the shorter staples—I do not know which place you will fix that— 
or to make it possible for the Secretary to determine the average price 
of the cotton, rather than to fix it on the 7%’s as we do in the law, to 
show the public that we are interested in using this price-support 
program strictly as an insurance feature for the f farmer, rather than 
to subject ourselves to this constant criticism that we are producing 
this cotton for the loan, rather than to try to get advantage of the law 
for legitimate purposes / 

Mr. Garuines. That will require extended hearings on legislation 
of that kind. We wanted this emergency proposal presented before 
adjournment. I surely hope that we can go into legislation as sug- 
gested here by the gentleman from Missouri. That is when we re- 
convene in January. 

Mr. Hacen. I understand that the Japanese, for example, and other 
foreign producers of finished products have taken over largely this 
cheaper grade of cotton-fabric market. Was this one of the reasons? 

Mr. Ruopes. I do not think that I could agree that they have taken 
it over. The imports of Japanese—you mean the imports of Japanese 
cloth ? 

Mr. Hagen. The rougher cotton goods. 

Mr. Ruopes. It runs less than 1 percent, I think, of the consumption 
of cotton in this country, that is, Japanese imported materials. 

Mr. Hacen. We have not lost a great deal then. 

Mr. Ruopes. There is a great de: ul of talk, and there is much wr iting 
and much on the radio about the Japanese taking over the market, but 
if you get the statistics, you will find that it is wrong. 

Mr. Garutnes. Are there any further questions? If not, we thank 
you very kindly for your appearance, 

The hearing is adjourned. 

( Thereupon, at 11:25 a. m., the subcommittee adjourned. ) 
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SALES OF COMMODITY CREDIT CORPORATION 
FEED GRAINS 


MONDAY, JULY 25, 1955 


House or REPRESENTATIVES, 
COMMITTEE ON AGRICULTURE, 
Washington, D.C. 


The committee met at 10 a. m., Hon. Harold D. Cooley (chairman) 
presiding. ; 

The Cuarrman. We will now hear testimony on House Joint Reso- 
lution 313. 

(The House joint resolution is as follows :) 


[H. J. Res. 313, 84th Cong., 1st sess. ] 
JOINT RESOLUTION Relating to sales of Commodity Credit Corporation feed grains 


Resolved by the Senate and House of Representatives of the United States of 
America in Congress assembled, That, notwithstanding the provisions of section 
407 of the Agricultural Act of 1949, as amended, or of any other law, the Com- 
modity Credit Corporation is authorized until March 1, 1956, to sell at the point 
of storage any feed grain owned by the Corporation at 10 per centum below the 
current support price for the commodity. 


STATEMENT OF LLOYD CASE, ASSOCIATE DIRECTOR OF THE 
GRAIN DIVISION, COMMODITY STABILIZATION SERVICE, UNITED 
STATES DEPARTMENT OF AGRICULTURE 


Mr. Casr. Mr. Chairman, I am Lloyd Case, Associate Director of 
the Grain Division. I am here in Mr. McLane’s place. He was ex- 
yected to be able to testify, but it turns out that he is out of town. The 
Jepartment raises some question with respect to this bill, largely be- 
cause it seems to cut across the philosophy of the loan and support 
program which is to take grain and hold it temporarily off the market 
until such time as the producer can find a more favorable price, or 
time to sell. 

A bill of this kind, wherein the proposal is to reduce and make avail- 
able to buyers and purchasers and feeders grain at less than the loan 
and support price would of course insure that grain would be sold 
chrouddl the Corporation rather than through private trade and would 
well result in making it impossible for a local market to be higher. 

The requirements of the Congress have been that we should sell at 
a formula price of 105 percent, or market, whichever is the higher, 
and the tendency of course is for prices to slip downward toward the 
minimum Government price. 

If we are to cut under the loan-support price it would simply mean 
that grain could not be sold at a higher price than that. 
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We have other devices to assist where there is real need, or where, 
for one reason or another, there is a circumstance which requires mak- 
ing grain available at less than the support price. We have a very 
successful program in most respects in the drought areas wherein we 
give certificates which enable a purchaser to obtain his supplies at 
less than the going price. The certificates de not disturb the sales 
price of the grains being offered, so where réal need exists it would 
seem desirable to use the certificate plan, or something of that nature 
to take care of those who are justified in obtaining grain at a lower 
price due to some local circumstance. 

The Carman. May I interrupt you? This would be a two-price 
system for corn. - 

Mr. Case. Yes. 

The Cuarrman. And the Government would take the loss? 

Mr. Case. That is correct. 

The CuarrmMan. And our problem in corn now is not as great as 
it is in wheat; is it? 

Mr. Case. It is becoming very great. 

The Cuarnan. In corn? 

Mr. Case. In corn it is becoming very great. 

The Cuatrman. I thought that your carryover in corn was about 
a 9-day supply. 

Mr. Case. We have, of course, a tremendous crop coming up. We 
have a very large sorghum crop coming up. As a matter of fact, all 
of the grains apparently, if we do not have adverse weather, will be 
in much greater supply than in a long time. Each of the feed grains 
of course, competes with the others. With a high production, of 
sorghums in sight, we are faced with some difficulties in the disposal 
or even storing of them. Last Friday we concluded it was necessary 
to buy 47 million bushels more of bin capacity, which we will put in 
4 States, in order to take care of the takeover anticipated on corn. 

The CuammMan. You certainly still have a preblem in wheat. We 
reported out in this committee in the last session what we thought was a 
well-considered two-price system for wheat. We took it out of the bill 
in conference after it passed the House. This time we had it. in an- 
other bill during this session, and we took that out before we even 
went to the floor because we knew that the administration was in con- 
tinuous opposition to a two-price system. This has popped up here, 
a little harmless resolution by our friend from Tllinois, who last. year 
was willing to pay 10 percent above support. Now he wants to go 
10 percent below. It seems to me we are just having this thing thrown 
at us, a two-price system for corn. You say it cuts across everything 
we have been doing with the basic commodities. The administration 
is giving some consideration now to some sort of a two-price system 
for cotton which seems to be a dangerous thing if we undertake it. 

Mr. Poaae. This does not simply affect the two-price system of 
corn; it affects all grain and feed in the country. I want to ask the 
witness if it does not affect the price of livestock. If you lower the 
price of feed, what will happen to the price of cattle and hogs? 

Mr. Case. Those who study this are the boys in the Economics De- 
partment and they indicate that there is always a relationship between 
the price of feed and the production of livestock. 

Mr. Poace. Of course. The lower you bring down your feed prices 
the lower you are going to bring down the level of prices of cattle and 





MISCELLANEOUS HEARINGS 139 


hogs. I do not believe that there is anyone on this committee that 
thinks that we ought to go out and deliberately try to break the price 
of livestock. 

The CHarrman. And if this 10 percent is not enough below, then 
you have to go to 15 or 20 percent and you start on the road down, 
and the tendenc y would be to bid down the value of the corn. 

Mr. Case. We fear honestly the precedent the bill sets. Almost 
every week we have a group of people who come in to see us down 
there and through some device or the other want to get their hands 
on Commodity C “redit Cor poration grains. 

The Cuatrman. You have a tremendous corn crop coming on. How 
are you going to support corn at one level and sell it at another? 

Mr. Horr. Will this not be establishing a precedent? I do not recall 
that we have had any program such as this suggested here except as a 
relief matter in a drought area. We passed a bill last year applying to 
drought areas which called for sales at 10 percent above the support 
price. This is the first legislation that I know of which would under- 
cut the support-price program by selling at less than the support price 
except in the case of the sort I have mentioned—emer gencies and 
drought situations and that sort of thing. Do you not think that if 
we report this bill, even as a temporary bill, it will establish a prece- 
dent that might rise to plague us in the future ? 

Mr. Case. That is what we fear more than anything else. 

The Cuairman. The administration is opposed to the bill, as I 
understand it. 

Mr. Case. Correct. 

Mr. Horyen. I think it has been amply shown that this type of 
legislation would depress the entire grain market, is not that your 
judgment ? 

Mr. Case. I believe that it would. 

Mr. Horven. Would we not be establishing a precedent in this re- 
spect—that a man, a farmer, could place his corn under loan at say 
$1.53 in my area, get his money, and keep his corn on the farm in his 
own crib and then go right back to the Government and buy that 
same corn back for 10 cents less? 

Mr. Case. Once it was taken over and became the possession of the 
Government. That stock which is in store now would become avail- 
able to him at 10 percent less than the loan, 

Mr. Hoeven. This legislation is applicable to all 48 States; it is 
not of an emergency nature of any kind? : 

Mr. Case. That is right. 

Mr. Hoeven. Do you know, as a representative of the Department 
of Agriculture, whether any emergency really exists in the Corn Belt? 

Mr. Casr. May I answer it in “this w ay: We have the emergency 
program. When the Secretary declares an emergency exists in any 
area, we have a program that we can put into gear. We are using it 
now in quite a number of drought counties and the program is so 
designed that it does not tend to depress the price of grains because 
we give the farmer-producer, or the feed buyer rather, a certificate 
with a stated value. He uses that together with his own cash to pur- 
chase his needs in these designated areas, 
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Mr. Horven. Aside from an emergency situation, is there any rea- 
son in the world why a farmer buying corn should not pay at least the 
prevailing market price? 

Mr. Casz. The prevailing market price is lower, of course, than the 
Joan. 

Mr. Horven. Yes. 

Mr. Casz. Except in certain areas where a tax situation has come 
about because the Commodity Credit Corporation may have made 
loans on all the corn in that area. It may have had a little drought 
or something that has reduced temporarily the production so there 
we have a situation where it is not always possible in a locality for 
feeders to obtain corn as cheaply as they would like to. 

Mr. Hoeven. I understand that the Department of Agriculture now 
has authority to channel deteriorated corn into use for feeding 
purposes. 

Mr. Case. Yes. 

We sell anything deteriorated or in danger of deterioration. 

Mr. Hoeven. That corn is available for distribution at a lower 
price ¢ 

Mr. Case. Yes. It brings whatever the market will pay, but it may 
be out of location with respect to some needs and has to be brought 
in by truck, or shipped in by carload. When you add all the freight 
it frequently works against an area which may be deficient in supply. 

Mr. AnprEsEN. About a year ago we had quite a bit of corn down 
in southern Minnesota. 

Mr. Case. You still have a lot. 

Mr. Anpresen. In farm storage. A good many farmers, some from 
other States, came in and wanted to buy the corn and pay the going 
local price, but a regulation was then in operation that the corn had 
to be shipped into a commercial center and by adding on the freight 
rate and the storage rate then it could be shipped back again and then 
sold. Is that still in operation ¢ 

Mr. Case. No, sir; it is not. 

Mr. AnpresENn. I thought that was the most foolish thing I had ever 
heard of. 

Mr. Case. I would agree. 

Mr. Anpresen. Now a farmer can go to a storage place in a certain 
storage area and purchase corn and buy it at what figure? 

Mr. Case. Well, he can buy it at the formula price, which is 105 
percent of the loan price, plus carrying charges which include storage 
und interest, which at this time amount to around 30 cents. Of course, 
as soon as the new year starts then the storage and the interest charges 
go off and the corn becomes available at a substantially lower price. 
This is true of sorghum and barley and other grains under support. 

Mr. Hoeven. Do you have any figures at all showing compliance 
with the corn acreage allotments this year? 

Mr. Case. No, sir; I do not. 

Mr. Hoeven. I believe that I heard there was at least a 20-percent 
overplanting. 

Mr. Casz. It is quite substantial. 

Mr. Horven. The corn raised on the farms where they overplant 
their acreage is not eligible for any loan ? 

Mr. Case. That is correct. 
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Mr. Hoeven. It would seem to me that corn would have to be sold 
at the regular market price, whatever the price is, which might be 
considerably under the support price. 

Mr. Cass. There is nothing to indicate but it will be considerably 
under that. 

Mr. Horven. We might have the gentleman from Illinois observe 
on that proposition. 

The Cuarrman. I was just going to recognize the author of the bill. 

Mr. Srmupson. Corn in Illinois is selling for $1.35 right now. The 
formula price under your proposition is $1.45. Does that answer your 
question. 

Mr. ANprEsEN. But you are going to have that corn binned and 
graded. 

Mr. Stupson. There was only about 20 percent compliance in the 
State of Illinois in 1954, and the Republican whip in his office said 
that he sold his corn at the elevator for $1.35 in order to move it. 

The Cuarrman. Is the support price $1.95? 

Mr. Srwpson. The Government selling price is $1.95, but $1.62 is 
about the support. Last year when I introduced a bill to provide 
the support price plus 10 percent it was ae for $1.95 in [linois, 
and my bill would have made it about $1.75. It ; still did not sell, but it 
helped. 

Now, may I ask some questions, Mr. Chairman ? 

The CHarrman. Yes, surely. 

Mr. Stmpson. Mr. Case, I have talked to you about this over the 
phone? 

Mr. Case. Yes; that is right. 

Mr. Suwpson. You say that the Department is opposed to my bill 
at the support price less 10 percent? 

Mr, Case. Yes 

Mr. Srpson. But last year I believe you O.K.’d a bill providing 
for the support price plus 10 percent? 

Mr. Case. I do not know; I was not here at that time. 

Mr. Suvpson. Anyhow it went through the House, and it was in- 
corporated in the flexible bill last year. That was 20 cents under the 
formula price. That was $1.95 at that time, and it is still $1.95. The 
Department was sympathetic, I think, although in working it out it 
did not work. Here is a letter which I received from Mr. Howard 
Doggett, Assistant to the Assistant Secretary, under date of June 3, 
1955, which was written to me relative to trying to get this corn in the 
bins down. 

Now, it is true that there was no disaster area declared in Illinois, 
but there were 41 counties put in a semi-disaster area. Last year 
when we considered it we talked about this bill on the basis of disaster 
areas, but that was thrown out for the reason that they thought that 
somebody would go in needing feed corn and haul it out to another 
county and sell it. 

Here is what they are doing in Illinois: They are taking corn out 
of the bins, 1953, 1952, and 1951 corn, and when it is older than that 
it is not any good for feed, and they are shipping it out and storing it 
at Buffalo, and the cattle feeders who are in that area in [llinois 

cannot understand why they could not get corn for their cattle when 
they had it right there and it was being shipped out. So, Mr. Dog- 
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gett worked on some program to try to get free corn stored at Buffalo 
and then credit it. I want to read this to you if you do not know what 
he said. He states: 


Reference is made to our telephone conversation concerning the difficulty 
farmers in your district are experiencing in buying corn locally for feeding pur- 
poses. I asked some of our people to check into this situation for you and make 
whatever arrangements they could to help alleviate the problem. 


So, they are that sympathetic about it. 


We have the following suggestions to make regarding it 

Under the exchange program recently put into effect, a warehouseman (country 
elevator operator) has the privilege of exchanging corn or other grain in his 
possession for a like quantity of the same kind of grain which is “free” in a 
terminal position. The “free” grain is put under warehouse receipts to the 
Commodity Credit Corporation, thus keeping the Corporation’s inventories at 
the same level. Actually, what happens is that “free” grain in the terminal 
is tied up and a like amount which was tied up in the country becomes “free” 
there and available for sale. The price is adjusted between the terminal and 
the country on the basis of allowing for freight and handling or the going local 
market. 


In other words, they take the corn out of storage. They have the 
expense of loading it on trucks, and they have the expense of trucking 
it to the elev ator, and then they have the elevator charge and the 
shipping charge in putting it into the terminal which is “put under 
receipts to the Commodity Credit Corporation; is not that true? 

Mr. Case. I do not know as I follow the example exactly, although 
Tam familiar with that program. 

Mr. Stwprson. When they tried to put your program into effect, 
when we asked in my own area as to the prospects of cattle raisers 
and dairy people getting needed corn the management in Chicago 
called three men up at Springfield, and they telephoned into this 

county and asked what they were selling corn for at the elevator, and 
they were told $1.60. 

The Cuarrman. Is there anything else, Mr. Simpson / 

Mr. Smrson. Yes, I have several questions. It is seldom that I 
ask many questions, but_I want to pursue this further. Elevators 
were selling it at $1.60. So, your manager in Chicago told the elevator 
we will sell it to you for $1.60. That is what they offered to do, and 
the elevator said why should I buy it from you for $1.60 when we 

can buy it for $1.45 and we pay 8 cents a bushel to haul it, which 
is $1.53. When you sell 1954 corn at $1.60 it means we pay you $1.60 
for old corn which is getting hard, and we have still got to charge 
the farmer 7 or 8 cents more profit. 

(The balance of the letter from Mr. Doggett is as follows:) 

This program makes possible freeing of grain where it can be used by feeders 
at current market prices locally, saves CCC loading-out and other costs, and 
minimizes the criticism of local producers who resent having to ship in grain 
when ample supplies are in bin sites nearby. 

Because the program is new, some elevator operators are not aware of the 
opportunity to take care of their customers this way. The Chicago office of 
the Commodity Stabilization Service has sent information regarding this pro- 
gram to the warehousemen in your district, however, and has been alerted to 
give special attention to any inquiries from there. They will do all possible to 
locate “free’’ corn in a terminal market and make an exchange. In answering 
correspondence, it might be helpful if you would advise your constituent to go 
to his local dealer and if the dealer does not understand the way to get corn, 
have him get in touch with the Chicago CSS Commodity Office. The telephone 


number is Webster 9-7000, and the party calling should ask for any of the 
marketing specialists. 
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Following is’a report of the stocks of CCC-owned corn in your district: 
Mason County: 3 elevators, 88,641.80 bushels; bin site, 1,530,705.54 bushels. 
McDonough County: 1 elevator, 20,893.56 bushels ; bin site, 1,627,459.18 bushels. 
Menard County: 2 elevators, 46,615.33 bushels; bin site, 764,399.52 bushels. 
Pike County: 1 elevator, 302.00 bushels; bin site, 215,060.72 bushels. 

Adams County: bin site, 386,389.51 bushels. 

Greene County: bin site, 150,316.35 bushels. 

Hancock County: bin site, 1,031,506.38 bushels. 

Jersey County: bin site, 53,957.66 bushels. 

Morgan County: bin site, 893,816.40 bushels. 

Schuyler County: bin site, 440,674.72 bushels. 

Scott County: bin site, 188,078.07 bushels. 

Until such time as further legislation may make other arrangements pos- 
sible, we believe this new program offers the best possibility for relieving the 
situation. 

If there is anything further we can do or assistance we can render, please 
call on us. 

Sincerely yours, 
HowArp J. DoGeerr, 
Assistant to the Assistant Secretary. 

Mr. Stmpson. Now, there is a two-page letter on the program, and 
the evidence is that it simply did not work. 

Mr. Case. Well, first it is a new program, as Mr. Doggett said 
earlier in the letter, and the people have not become familiar with it. 
The other reason was that there was a misunderstanding with respect 
to fixing or changing prices. Under the law we are required to estab- 
lish our local market price and if it is higher than the formula price, 
105 percent plus carrying charges today in order to keep from break- 
ing your local price down we have to put our corn out at that level 
of 1 prices. 

Mr. Stupson. Even though it is under the formula price? 

Mr. Casr. Yes, even though it is over the formula price. 

Mr. Srareson. Or under it? 

Mr. Case. No, we cannot go below the formula price unless we offset. 
We can sell below the formula price provided we offset that locally in 
order to keep the commodity in balance. 

Mr. Stwreson. You have to keep your stock balanced ? 

Mr. Case. That is right. 

Mr. Stmpson. And this means that you are not getting rid of any 
surplus corn. 

Mr. Case. Except we are faced with this problem, that under the law 
the only way that we can make corn available in the country at lower 
prices than the formula price is by an offset in order to m: 1intain com- 
modity inventories. Now, the only corn we have not the right to sell 
at lower than the formula price is corn which is either out of con- 
dition or which is in danger of going out of condition, and we are re- 
stricted as to that. 

Mr. Stwpson. You can sell it at any price where you think it is in 
danger of spoiling to get rid of it. 

Mr. Casr. Yes; but that has to be established. 

Mr. Simpson. A hog will not eat corn that has been in storage too 
long. 

Mr. Case. T have not gone into that part of it; I do not know about 
the feeding of it. It is good sound grain that the warehousemen are 
willing to store. 

Mr. Srupson. I realize when they passed farm legislation they did 
not pass it with the intention or with the hope that the price of grain 





144 MISCELLANEOUS HEARINGS 


or corn would go down, but we have had emergency drought legisla- 
tion, and have had emergency legislation to protect foundation herds, 
and we have had bills proposed from South Carolina for the purpose 
of feeding working animals, and we have had them to provide for 
feeding brood sows. However, you cannot feed the offspring of a 
foundation herd in places out. West, but you can supply corn and so 
forth for feeding the foundation herd. If a cow is going to have a 
calf you need to have feed for the cow, and you have to feed the calf 
after the calf comes. 

The CuarrMan. I do not understand what you are talking about. I 
wish you would explain it to me, Mr. Simpson. 

Mr. Stmpson. Under the terms of the legislation providing for feed- 
ing the foundation herds and the drought emergency legislation you 
can feed the foundation herd, but you cannot feed the offspring of the 
foundation herd. 

The CHarrmMan. Who advanced that proposition ? 

Mr. Simpson. It was testified to by a representative of the Depart- 
ment before this committee. 

The CuarrMan. You mean under the drought relief loans? 

Mr. Simpson. I am talking about where there is a specific stipula- 
tion where you can feed the foundation herd, but you cannot feed the 
offspring of the herd. 

The CHarrman. That is the result of the interpretation of the 
legislation ¢ 

Mr. Smurson. I do not know what it is, but they cannot do it. A 
representative of the department admitted it right here. 

Mr. Case. Actually what we do is this, under the regulation under 
which we operate the Secretary declares a drought area, and then in 
that drought area we make available certificates which have a normal! 
value of $1 per 100 in order to keep the program from being abused 
and the grain from being used for the purpose of feeding poultry, hogs, 
and everything else. To keep it from breaking down the regulation 
sets forth that the reason for this program is to take care of the founda- 
tion herds which must move and build up over a long period of time. 

Asa practical matter, of course, when he buys corn with his drought 
certificate he takes it out to his ranch and he feeds his foundation herd, 
and, of course, he feeds its offspring with it. That is a very technical 
interpretation of the law as it was drawn. 

Mr. Stmpson. When one of your representatives was up here he 
testified that they cannot, right in that chair where you are sitting. 

Mr. Casz. We have to be practical anyway in such a thing, Mr. 
Simpson, and as a practical thing there is no point in maintaining your 
foundation herd unless you do take care of the offspring of that herd. 

Mr. Horr. Will you yield for a question, Mr. Simpson ? 

Mr. Srupson. Yes. 

Mr. Horr. There would not be much logic, would there, in feeding 
some 2-year old steers in that herd drought grain. Is not that the 
purpose for which the regulations have been put into effect, to keep it 
from being used for feeding cattle that were not part of the foundation 
herd ? 

Mr. Cass. As far as I know, Mr. Hope, that is what it is used for. 

Mr. Sruvpson. John McMillan had a bill pending before this com- 
mittee to get Government feed for work animals and brood sows, and 
I ask a witness from the Agriculture Department, What about feeding 





MISCELLANEOUS HEARINGS 145 


the pigs that the sow has; and he said, You cannot do it; and it is in 
the record of this committee. 

You had about a 20-percent compliance in Illinois on corn last year, 
and the very people who did not comply said the increase in yield 
offset the then Government price against the free price. You have 
great amounts of corn in Illinois in the north portion of the State, 
and you have plenty of it in Iowa and in Indiana. You have it in 
Illinois from ‘ale central part of the State north. Last year you had 
about the second largest corn crop in history, and this year the predic- 
tions are that we will probably have the largest corn crop in history, 
and this year you are going to have corn running out of your ears. 

In Illinois this year we had as much as 100 bushels of wheat to the 
acre. That was very common, and 30 bushels is a good yield, and 
there will be similar production on soybeans. 

Congress passed legislation to get prices up and keep them up. I 
know they dia not pass this legisl: ation in order to get prices down. 
We have had emergency situ: tions, and we have had corn right there 
in Illinois, and you pay to take it out of there by truck, and you pay 
for trucking that corn and hauling it to the elevator, and you pay the 
elevator charge, and you pay the freight costs to the terminal. I 
would like to know why it is that it seems like every year when we 
get bins filled with Government commodities grain cars are loaded 
with Government commodities right at that particular time, during 
the harvest. 

Mr. Case. Of course, anticipating as we do the need to get the grain 
out of there rapidly, and realizing the terminal problems and the car- 
movement problems which might arise at the last minute, we set up an 
exchange movement in order to get that corn in a position to be 
exported and to get the corn moving out of Illinois for export move- 
ment with it, but it is not possible to meet those situations just over- 
night. We are moving the stuff out as fast as possible. 

Mr. Srmpson. I am getting calls right now from elevators in my 
area saying we cannot get grain cars for moving our grain. 

Mr. Case. It is the worst situation I have ever seen at any time in 
my 30 years in the grain business. At the present time we have several 
carloads of grain that we cannot get out of the Pacific Northwest— 
we cannot get them out fast enough. 

Mr. Simpson. It has to be 1953 corn that is free, because they did 
not have a 20-percent crop. What do you ever expect to do with all 
of the grain that is stored ? 

Mr. Case. We are moving it out as fast as we can, and the illustra- 
tion that you used equally applies where they try to make this exchange 
program work. We do get behind in that particular area. 

Mr. Srupson. What do you do with the corn after you move it ? 

Mr. Case. After we move it, we get it into an export position and 
export it. 

Mr. Simpson. For what does it sell to the exporter ? 

Mr. Case. For whatever we can get for it. 

Mr. Stmpson. That is not an answer. 

Mr. Case. That is as near as I can come 

Mr. Stmpson. Just give me 1 price on 1 bushel at Buffalo or any 
other place. 


Mr. Case. Mr. Simpson, that is the sales program which is under 
Mr. Trigg. 
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Mr. Simpson. Would you say it is selling at the support price plus 5 
percent, which is $1.95 in our area? 

Mr. Cass. No, substantially under the support price in the export 
movement. 

Mr. Simpson. Then you are selling it at less than the Government 
sells it to the farmers for? 

Mr. Case. But there are no laws against selling it export at that 
price. 

Mr. Sumpson. Regardless of the law, you are complying with the 
law as far as this corn is concerned, but the Commodity Credit Corpo- 

ration is selling corn at less than it is sold to feeders for right here, 
and you are complying with the law in doing that? 

Mr. Case. Yes; but it goes out to the country. 

The CuatrmMan. And the same law applies to all other commodities. 

Mr. Simpson. Yes, I realize that. I think that the Department of 
Agriculture is doing what me "y are supposed to do, but you are going 
to have some trouble next year. You are going to have it more on soy- 
beans. You had about 45 a illion pounds ‘last year. 

Mr, Case. Five million in Illinois. 

Mr. Stupson. Personally I cannot see anything wrong with legisla- 
tion allowing farmers to have the feed grain they raise put in their 
bins at the support price less 10 percent. Get rid of it. 

Mr. Chairman, as far as I am concerned, I introduced the bill in 
good faith. I think the committee recognized the proposition of the 
support price plus 10 percent last year, and I think the Department 
recognized it, but there is that difference between the support price 
plus 10 percent and the support price less 10 percent, which is the 
difference in them. 

That is all, Mr. Chairman. 

The Cuairman. Thank you very much for coming up, Mr. Case. 

Mr. Case. Thank you, Mr. Chairman and gentlemen of the com- 
mittee. 

The Cuatrman. The committee will go into executive session. 

(Thereupon, at 11:25 a. m., the committee went into executive 
session. ) 
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ASSISTANCE TO DESERT-LAND ENTRYMEN 


MONDAY, JULY 25, 1955 


House or RepresENTATIVES, 
COMMITTEE ON AGRICULTURE, 

Washington, D. C. 

The committee met at 10 a. m., Hon. Harold D. Cooley (chairman) 
presiding. 

The Cuarrman. The committee will be in order. 
Mr. McLeaish, will you come forward and explain to us S. 1472? 
(The bill referred to is as follows :) 


[S. 1472, 84th Cong., Ist sess.] 


AN ACT To enable the Secretary of Agriculture to extend financial assistance to desert 
land entrymen to the same extent as such assistance is available to homestead entrymen 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the first sentence of the Act entitled 
“Am Act to enable the Secretary of Agriculture to extend financial assistance 
to homestead entrymen, and for other purposes”, approved October 19, 1949 
(63 Stat. 883), is amended (1) by striking out “homestead entry” and inserting 
in lieu thereof “homestead or desert-land entry”; and (2) by striking out “home- 
stead and” and inserting in lieu thereof “homestead, desert-land, and.” 

Passed the Senate June 17 (legislative day, June 14), 1955. 

Attest: 

FELTON M. JoHnston, Secretary. 


STATEMENT OF R. B. McLEAISH, ADMINISTRATOR, FARMERS’ 
HOME ADMINISTRATION; ACCOMPANIED BY HENRY SMITH, 
ASSISTANT ADMINISTRATOR, UNITED STATES DEPARTMENT OF 
AGRICULTURE 


Mr. MoLxaisu. The Department reported favorably on 1472 on 
May 15, 1955. This bill would amend Public Law 361 of the 8ist 
Congress so as to authorize the making of farm ownership and soil 
and water conservation loans to persons who are acquiring forms 
under the desert-land laws. The principal benefit accruing to desert 
entrymen would be that a valid mortgage on the entered desert-land 
could be taken to secure the loan. Under existing conditions it is not 
possible to take a mortgage on the unpatented desert-land. Persons 
making desert-land entries can secure a patent on the land only after 
they have spent certain specified sums for land improvement and irri- 
gation works. They often need a loan to make these expenditures. 
Very few entrymen have sufficient other real estate and chattels to 
adequately secure a loan. For this reason we have had to deny assist- 
ance to most of these applicants. 

Public Law 361 now applies only to homestead entrymen on public 
land or to persons contracting for the purchase of other land of the 
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United States in a reclamation project. This authority has been 
very helpful in assisting homestead entrymen and we favor its appli- 
cation to desert-land entrymen as well. 

Mr. Horr. What is a desert-land entryman ? 

The CuatrMan. I was going to ask the same question. 

Mr. Smiru. There is a certain Federal statute known as the desert- 
land entry statute which gives a person certain rights to land in the 
West providing that they live on the land a certain length of time. 
I believe it is 2 years providing they make some investments. 

Mr. Horr. Providing they do not starve to death ? 

Mr. Smrri. Yes, and they have to make certain investments in the 
way of improving the unit. 

Mr. Drxon. You say certain rights. They do not have title to it, 
do they ? 

Mr. Smiru. They do not have title until the expiration of a certain 
length of time, and not until they make certain investments such as 
irrigation improvements and things of that character. They have to 
do that before they can acquire a patent to the land. 

Mr. Horr. How many years residence ? 

Mr. Smiru. Two years is my understanding. 

Mr. Horr. How many of these desert-land entrymen are there? 
There cannot be very many. 

Mr. Smrru. No, sir. It only pertains to a very small number of 
people. We have applications or are receiving applications, in Utah 
and Idaho at the present time from desert-land entrymen. 

The CHatrrmMan. Explain what happens. A citizen goes out and 
stakes out a part of the desert-land that he wants; is that the idea? 

Mr. Smitru. Yes. There are only certain areas in those States that 
are eligible for desert-land entry. 

The Cuarrman. A man goes out and stakes what he would like to 
have ? 

Mr. Smiru. That is right, sir. Then he can be given a patent to 
that land after a lapse of so many years, and after he has made a 
showing that certain investments have been made in the land for its 
improvement. 

Mr. Poser. I think that you are wrong, Mr. Smith, from a technical 
standpoint. I do not think that a man can go out and stake out the 
land that he wants, like they used to do in Texas. Then the man did 
stake out and did his own surveying. It is my understanding the 
land has to be surveyed before he goes and gets it. He does not 
go stake it out. It is already surveyed and he files upon a particular 
survey. 

Mr. Smiru. That is right. 

The Cratrman. If he gets on the land what sort of improvements 
will he have to put in—irrigation, buildings, or something of that 
sort? 

Mr. Dixon. And fencing. 

Mr. Bass. Just a shack, and perhaps he will have to have a bird 
dog. 

Mr. Smirn. The loans that we are making on the applications that 
we have handled for desert entry have to do with making provision 
for irrigation. 

The Cuatrman. If I understand it then, a man will go out and 
say that he would like to have a certain piece of land. It has been 
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properly surveyed. He gets the land for nothing and he comes back 
to the Government and he wants the Government to lend him some 
money to put up a building and an irrigation system on it; is that 
right? 

Mr. Smiru. That is substantially right. 

Mr. Jounson. Do veterans have a preference on these entries ? 

Mr. Smiru. The veterans would have a preference under the Bank- 
head-Jones Farm Tenant Act. 

The CHatrMan. If a man moves on the land and has nothing but 
a strong back and a willing mind and he says to you, “I want to borrow 
so many thousand dollars to put in an irr igation system and so much 
for my buildings,” when he gets through with it he has nothing invested 
there except his effort. 

Mr. Smiru. Our Bankhead-Jones farm-tenant loans are 40-year 
loans. 

The Carman. I understand that. 

Mr. Smiru. We can make those loans for the erection of buildings 
and any other land improvements, and for the installation of the nec- 
essary irrigation facilities on the units. 

Mr. JouNson. May I say at this point in the record I think there 
have been quite a few of the loans paid up in my section of Wisconsin. 
A majority of those farmers have come through very wonderfully 
through the supervision of the Department. 

The CuarrmMan. Desert loans? 

Mr. Jounson. It is the same principle, helping a fellow get started. 
The Government practically pays for the farm. 

Mr. Smirn. Under our regulations of the Bankhead-Jones Farm 
Tenant Act, we do require the men to have some resource, and that 
his operation appears to be sound and his chances of success good. 

The CHatrman. That is the reason that you have operated so well. 
You have actually made a lot of landlords out of worthy people who 
were formerly tenants ¢ 

Mr. Smiru. These people have some resources in the way of working 
capital. 

Mr. Jounson. You would not be making these loans if you thought 
there was no chance of irrigation. 

Mr. Smirn. No, sir; we would not. These desert entry loans are 
practically the same type that we are making on other reclamation 
projects. 

The Cuarrman. Tell us something about the origin of this bill, 
where it came from and who introduced it. Do you know? 

Mr. Smirn. Senator Dworshak. 

Mr. Anpresen. I think that we would be doing these people a 
great disservice by letting them have money to start F something when 
we have plenty of other land in the country that is going to ‘be idle 
now. 

Mr. Suirn. This bill, Congressman, adopts the same principle 
that was approved for the homestead entrymen when Public Law 361 
was enacted in 1949. This bill would provide the same privileges to 
desert-land entrymen that are now afforded and accorded to home- 
stead entrymen in the West. 

Mr. Horr. How much land can he take up? You say 2 years. He 
must have more than 2 years to prove that land up, is that not so? I 
do not know anything about it except that in most cases a man has to 
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live on the land more than 2 years before he can prove it up; at least 
3 years. J 

Mr. Poacr. The difference is he does not have to actually live on 
the land all those 3 years. About 2 years actual living on the land 
during the course of 3 years will give him patent to it, will it not’ 

Mr. Smirn. Eligibility for our loans would be that he would have 
to live on an operating unit. 

The CHarrMan. There certainly cannot be any urgency about this 
bill. It seems to me that we know so little about the problem involved. 
I suggest that we let the matter go over to the next session. In the 
meantime maybe we can get some members of the committee to visit 
the desert land and get their own impressions as to what should be 
done about: it. 

Mr. Poacr. I think that we are getting into what we should be 
dealing with in executive session. This bill does not do a thing in 
the world except provide for the desert entryman the same thing that 
we are doing for the homestead entryman, and while I do not know al! 
the technical differences between a desert entryman and a homesteader, 
the homestead law was passed during the administration of Abraham 
Lincoln and provided for only 160 acres of land. As I understand it, 
the desert entryman can take 2 sections, or is it only 1 section ‘ 

Mr. Drxon. I am not certain. 

Mr. Poace. It is a much larger block of land that you can acquire 
under desert entry than you can acquire under homestead. It is 1 or 
2 sections of land rather than a quarter of a section. Otherwise, it is 
almost identical with the homestead provisions. 

You do have to live on the land for a certain period of time. You 
have to make improvements worth a certain amount of money, I think 
$500, which has to include a dwelling place where the family can live. 
There has to be some kind of water supply on it, is that not right, Mr. 
Smith ? 

Mr. Smiru. That is right. 

Mr. Poace. When you have complied with those three things, built 
some kind of residence, gotten some kind of water supply and made 
improvements of a certain amount of money, I think SF00—and that 
generally consists of fencing or breaking some of the land—and if he 
stays there for the requisite period of time, he then gets title by paying 
$1.50 an acre or $1 an acre. You do not get this land absolutely free, 
you pay $1 or $1.50 an acre for it. 

As I understand this bill, we have been saying to those people who 
have lived on the 160 acres of land that we will lend you money to 
put in an irrigation system, but the man on the larger tract of land 
who pron, needs the irrigation system even worse because he ob- 
viously is in a dry country and he must have some source of water 
supply, we say we cannot lend you anything. 

The Cuarrman. They strike out the words “homestead entry” and 
put in “homestead or desert-land entry.” They want the two to be 
treated alike. 

Mr. Poacr. That is what the bill does, treats them exactly the same. 

The Cuatrman. The one that they refer to here is the act approved 
October 1949. 

Mr. Poacr. The Desert Entryman Act. 

Mr. Smiru. That is the Homestead Entryman Act. 
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Mr. Poage. That is merely an amendment of it because it was 
passed in 1862. 

Mr. Smiru. That is right, but the 1949 statute enacted in 1949 
authorizes the Secretary of Agriculture to make Bankhead-Jones 
loans, and obtain mortgages on homestead units. 

Mr. Poacge. And this says that he can make mortgages before patent 
has been issued to homestead units, or desert entry men ? 

Mr. Smiru. That is right. 

Mr. Poace. I do not see that you do any violence at all to our philos- 
ophy of the Farmers’ Home Administration because we go out to find 
a farm where the local committee will say that the farm can be pur- 
chased at a price which will enable a family who have been approved 
and who have a background of farming to pay it out. The Govern- 
ment loaned every dollar of the money to buy that farm. The Gov- 
ernment bought the farm from some private ‘individual. Then they 
would make a loan to improve that farm. What is the difference be- 
tween borrowing every dollar to buy from some individual and 
making a loan on a farm the Government already owns? The Gov- 
ernment already owns this desert-land. The Government has prom- 
ised to convey to this entryman for a fee of about $1 an acre, : ak after 
he has lived on it a certain length of time there is much less burden 
there than there is where they go and buy the farm from some indi- 
vidual, and the security from the standpoint of the Government is 
just as ’ good because the Government has every dollar of the equity in 
the farm that the Farmers’ Home Administration buys, so if the Gov- 
ernment has to take it over the Government’s security is just as good 
where it has the title as where it takes a mortgage. 

The CuHatrman. Neither of the gentlemen can tell us how man 
a re are involved, how many applications they have on file, and just 
10w important the problem is. I do not think we can pass this bill 
without knowing that. 

Mr. McLeatsu. In 1955 we made 160-acre loans on reclamation units 
in the West totaling $2,453,000. 

The Cuamman. On desert land? 

Mr. McLeatsn. No, sir. Some of these desert cases are involved in 
that number. 

The CHarrMan. You have made some desert-land loans ? 

Mr. McLeaisn. Yes, we have made a few, only where the occupant 
could provide us with good security. 

The Cuarman. I went out to Arizona and visited one of those grand 
projects where they had recaptured some desert land and they had 
green pastures growing everywhere. It cost them an enormous sum 
of money. The Government put in the facilities. It was out in some 
section of Arizona. It appeared to me that it was a silly sort of 
undertaking and much too expensive. 

Mr. McLeatsH. We only make our Bankhead-Jones loans to home- 
stead entry units where the applicant has a farming background and 
where we have determined that a sound loan can be made for the de- 
velopment of the unit. 

The Cuarrman. Casa Grande project is what I am thinking of. Is 
that still operating ? 

Mr. McLxatsn. Yes. 

The Cuatmrman. Is it doing well? 
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Mr. Smirn. Yes. Our loans are reasonably successful on that 
unit. 

Mr. Horr. Mr. Chairman, I think maybe these loans are a lot more 
safe from the standpoint of the Government getting its money back 
than on most of the loans that you make out in that part of the coun- 
try. Certainly they are much safer loans than the loans on your big 

reclamation projects which are going to run into hundreds of dollars 
per acre before you can bring the land into cultivation. I am not op- 
posed to this, but I think that we ought to have more information 
about it, more than we have now. It seems to me that Mr. Heim- 
burger has his book open. Do you have anything on it, Mr. Heim- 
burger ? 

Mr. Hermpurcer. Mr. Hope, I have found the law relating to these 
cdesert-land entries, and I could describe it briefly to you. 

The Cuarrman. Let me interrupt. 

(Discussion off the record.) 

The Cuamman. We will let this go until January. Try to get us 
some more information on it. 

Mr. Poacr. You have the same limit on these loans that you have 
upon the tenant purchase loans ? 

Mr. Sorru. That is right. 

Mr. Poacer. That is, the value of the farm cannot exceed the aver- 

ge value in the county ? 

“Mr. Surrn. That is right. 

Mr. Poage. So about $12,000 is your upper limit ? 

Mr. Smrrnu. That varies by counties over the Nation. Some of 
those loans go up as high as $20,000. 

Mr. Jounson. I have found. that the committees are pretty con- 
servative. 

The Cuatrrman. Let us proceed with the next bill. 

(Whereupon the committee proceeded to the consideration of the 
next bill.) 
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MONDAY, JULY 25, 1955 


Hous or REPRESENTATIVES, 
COMMITTEE ON AGRICULTURE, 
Washington, D.C. 
The committee met at 10 a. m., Hon. Harold D. Cooley (chairman) 
presiding. 
The CHarrMan. We will now take up S. 1051. 
(The bill referred to is as follows :) 


[S. 1051, 84th Cong., 1st sess.] 
AN ACT To amend section 8a (4) of the Commodity, Exchange Act, as amended 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section Sa (4) of the Commodity Ex- 
change Act, as amended (7 U. S. C. 12a (4)), is amended to read as follows: 

“(4) to fix and establish from time to time reasonable fees and charges 
for registrations and renewals thereof and for copies of registration cer- 
tificates ; and”’. 

Passed the Senate March 8, 1955. 

Attest: 

FELTON M. JoHNsTON, Secretary. 

The Cuatrman. Mr. Kauffman, will you come forward to the table, 
please. 


STATEMENT OF RODGER R. KAUFFMAN, ADMINISTRATOR, COM- 
MODITY EXCHANGE AUTHORITY, UNITED STATES DEPARTMENT 
OF AGRICULTURE 


Mr. Kaurrman. Mr. Chairman, 8S. 1051 is a bill which would amend 
section 8a (4) of the Commodity Exchange Act, as amended, which 
was enacted in 1936. 

Subsection (4) of that section which was enacted in 1936 provides 
that the maximum fee for registration of brokerage firms that are 
registered as futures commission merchants under the Commodities 
Exchange Act, and that the maximum fee for the registration of floor 
brokers under such statute shall not exceed $10 per year. 

The provision obviously was not designed as a revenue-raising 
measure and that maximum has remained unchanged. 

Congress in the independent offices appropriation act expressed the 
policy that government agencies “to the full extent possible” should 
arrange to recover the costs of special services such as licensing, regis- 
tration, and so forth, keeping in mind the public interest and the bene- 
fit to the recipient. Pursuant to that provision in the independent 
offices appropriation act, the Bureau of the Budget has directed the 
various departments where they have statutory maximum fees which 
do not permit full recovery of the costs to submit legislation so that 


157 





58 MISCELLANEOUS HEARINGS 





the costs will be recovered to the fullest extent practical, keeping in 
mind the public interest and,the value of the services rendered to the 
recipient. 

This bill would remove the present $10 statutory maximum and in 
lieu thereof would authorize the Secretary from time to time to fix and 
establish reasonable fees and charges for registration, renewals thereof, 
and for copies of registration certificates, 

The present receipts from that source aggregated during the past 
fiscal year $18,378. The present estimate of the costs of this specific 
activity approximate $: 30,000, so there is the sum of $12,000 involved. 
Should the statutory maximum be eliminated and the Secret: iry be 
authorized to fix reasonable fees, the Department would be in a position 
to invite suggestions and comments from those affected as to the 
proper level ‘of fees. 

It is believed that the maximum for brokerage firms registered as 
futures commission merchants would probably not.exceed $25 or $50, 
and the fee for an individual registered as a floor broker would’ not 
exceed $15 or $20. That would make up the $12,000 gap between 
the present receipts and the estimated costs, and I may say that none 
of tne receipts inured to the benefit of the Department ‘of Agri iculture, 
but they are all deposited in the Treasury. None of them are available 
for the enforcement of this act. 

Mr. Horr. I take it then that if we take the ceiling off it would be 
your purpose to arrange a schedule of fees which would bring in ap- 
proximately the amount that this service is now costing; in other 
words, you want to put it on a self-sustaining basis? 

Mr. Kavurrman. Precisely. 

Mr. Hore. And you w ould make that arrangement and work out a 
schedule after consultation with the various ¢ commodity exchanges, and 
with those who would be affected by the increase in the fees ? 

Mr. Kaurrman. That would be the procedure followed, Mr. Hope. 

The CaarrMan,. This is just a fee that they pay for the purpose of 
operating on the commodity exchange ? 

Mr. Kavrrman. Yes, as floor brokers executing orders on the trad- 
ing floors, and as brokerage firms soliciting business from the public. 

The CuarrmMan. If there are no further questions—— 

Mr. Poace. My people do not like these brokers. There is a preju- 
dice against them, perhaps unwarranted. 

The Cuarrman, And they would want to make it a $100 fee? 

Mr. Poace. They would be glad to make it a $1,000 fee. Should we 
not hear something from those who are going to be the victims of this? 

The Cuarrman. Is it the fee that they pay for registering? 

Mr. Kavrrman. Yes, and this applies solely to the individuals who 
are engaged in business as floor brokers and brokerage firms. 

The CratrmMan. Do you require them to establish the fact that they 
are people of good character and reputable in all respects? Can any 
reprobate go in and start in business ? 

Mr. Katrrman. There are no standards imposed by the statute, Mr. 
Chairman. The statute makes it mandatory that applicants be regis- 
tered provided they furnish the information respecting their business 
required by the statute and by the Secretary of Agriculture. There- 
after they must continue to report such information. 

The Cuamman. What is the information required? You say that 
there is no test of character involved and integrity and fair dealing. 
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Mr. Kaurrman. There is no standard of that kind imposed, 
authorized by the statute. 

Mr. Poace. The cotton exchanges and the grain exchanges some- 
times impose those tests themselves. 

Mr. KaurrmMan. That is true, with respect to their own members. 
The members of the exchange, the floor brokers, are confined almost 
entirely to exchange members. There are one or two exc hanges where 
members may sponsor or license a nonmember to act for him as a floor 
broker on the trading floor of that particular exchange. 

Mr. Poace. And this is just a tax on those people ? 

Mr. Kaurrman. This is a small fee which is designed to be purely 
a nominal fee. 

The Cnarrman. What is the purpose of requiring the registration if 
you do not have any tests as to eligibility ? 

Mr. Kaurrman. They have to be registered in order to engage in 
this line of business, and for any v iolation of the statute or the regula- 
tions their registration may be suspended or revoked, which would 
prevent them ‘from so engaging. 

The Cuatrman. I remember that the exchanges were very much 
exercised about this once before and said that they had done a good 
job of leasing themselves and they did not want the Congress to set 
up lease regulations; : that they had operated successfully, and so forth. 

Mr. Horr. I would like to ask Mr. Kauffman if he knows what the 
attitude of the exchanges and the floor brokers and others who might 
be affected by this legisl: ation is. 

Mr. Kavrrman. We have heard of no opposition whatever to this 
proposed legislation. 

The CHamman. What would the fees actually be fixed at, in your 
opinion, if we removed the limitation ? 

Mr. KaurrMan. It would not be necessary, I think, to have the fee 
for the brokerage firms exceed $20, $25, or $30 a year, nor the fee for 
an individual registered as a floor broker to be in excess of $15 or $20 
a year. Those amounts would provide sufficient money to cover the 
cost. 

The Cuarrman. As it is now, the Government is bearing a part of 
the cost because the fees are inadequate ? 

Mr. Kavurrman. That is right. 

The Cuatrman. Mr. Poage mentioned the fact that perhaps we 
should hear testimony from some of these licensees, or people who 
operate. Do you know of any opposition ? 

Mr. Kavrrman. I know of no opposition to this proposal, Mr. Chair- 
man. 

Mr. Horr. I think all of us have had the same experience. If there 
is any legislation here before this committee that does meet with the 
opposition of anybody connected with the commodity exchanges, we 
get plenty of mail. We never fail to get plenty of letters on the 
matter. Thavenot hada single letter. 

The Cuarrman. I have not had any, either. 

Mr. Horr. They subscribe to all of the legislative services. 

The Cuatrman. If there are no further questions, we thank you 
very much, Mr. Kauffman. 

(Whereupon the committee proceeded to the consideration of other 
business. ) 
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